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Kvaerner wins
£100m contract

Michael
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In the factory

Car component
makers on site

Management, Page 10

for China bridge
AilQGm (5163m) Chinese contract to build one
ofthe world’s longest suspension hridges has
been won by Norwegian shipbuilding and engi-
neering group Kvaerner. The work wiU be car-
ried out by a UK subsidiary, Cleveland Struc-
tural Engineering. The l-4km road bridge over
the Yangtze -river in Jiangsu province Work is

r.
to be financed under the fourth Sino-UK conces-
sionary finance agreement and is due to open in
1999. Page 18

COM In spin-off deal: Swiss drugs and .

chemicals company CTba secured a tax-free Hp^t
;

for the spin-off of its chemicals business, which
has annual sales of $5-2bn. Page 19

Central Europe heads for faster growth:
Central Europe and the Baltic region are head-
ing for faster economic growth, but the timing
of the return to growth in Russia and moraine
remains uncertain, the European rfemif for
Reconstruction and Development says. Page 2

Stockholm exchange considers merger:
The Stockholm stock, exchange

,
and Swedish

exchange operator OM Group, its biggest share-
holder, said they were discussing ways of co-
operating, including a possible merger. Page 19

Romanians In presidential votes Romania
went to the polls in the country's third presiden-
tial and parliamentary elections since the over-
throw of NIcolae Ceausescu in 1989. The centre-
right Democratic Convention is expected to win
power, but fall well short of a majority. Page 3

-Triumph-Adler to raise $86im German
holding company Triumph-Adler is planning to
-raise DMIOOm (?66J2m) through a one-for-four
capital increase this month to help it finance up
to DM500m of acquisitions. Page 19

Call far cheaper Russian energy:
Moscow's mayor, Yuri Luzhkov, and many of
Russia’s business leaders are pressing the Krem-
lin to cut energy prices, warning that the econ-
omy will otherwise be unable to recover. Page

'
18; A mayor with attitude. Page 16

Miners angry at Spanish closure plan:
Unions and political leaders in northern Spain
are furious at government plans to force the
Asturias region’s state-owned coal mines to

close in 2002. Page 3 .

. Iraq denies attack by US: Iraq denied a
White House claim that US jets patrolling the

.
southern nofly zone had fired a/misslle against .

Iraqi air defence installations. Page 6 -

GM deal with unioara end» strdees: US
vehicle builderGeneralMotors concluded a
three-year labour agreement with the country’s

United Auto Workers union, ending a series of
strikes thathad started to hurt some ofthe com:

pany’s most profitable operations..Page 4

Rtfkfnd says Israeli setUemantelltegal:
UK foreign secretary Malcolm Rtfktnd told

Israel that Jewish settlements on occupied terri-

tory were illegal and that the option of a Pales-

tinian state in the West Bank and Gaza had to

be kept open. Page 6

! . v Pro-China groups load HK committee:
Jr Pro-China groups dominate the committee tihat

. ™ will select the head of the Hong Kong govern-

,
j! ment after the territory’s return to Chinese sov-

• - ereignty next year. Page 5

Court reinstates Punjabi govwnmwit A
• Pakistani court reinstated the ousted chief min-

ister and government of Punjab in a setback for

- prime minister Benazir Bhutto's beleaguered

^==sssssfi government Page 5

. UK Tories1 majority down to Is The death

:of an MP in the UK’s Conservative party

reduced the government's majority, in the House
• ofCommons to one. Page 7
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Vietnamese Boat people field IHegally*:

: « J * ! * “ A British lawyer plans to file a class action for

habeus corpus in a Hong Kang court claiming
/ that 4,000 Vietnamese boat people are being ille-

.. gaily detained in the territory. Page 5

European Monetary Sfrt«w The spread

between the strongest and weakest currencies

in the EMS grid widened last week. The Irish

punt remained the strongest currency, helped

by sterling’s surge on the exchanges following

the quarter-point increase in UK interest rates.

The Danish krone replaced the French franc at

the bottom of the grid. Currencies, Page 27
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MCI agrees to

$20bn merger
deal with BT
By Nicholas Denton in London

British Telecommunications
yesterday unveiled a transat-
lantic merger with US
long-distance carrier MCI Com-
munications which will create
the world’s fourth-largest tele-

coms company by
In the largest ever acquisi-

tion by a UK company, BT is

paying more than 920bn for

the 80 per cent of MCI it does
not own.
This will create a fused

entity called Concert with over
£25bn ($40.75hn) in combined
revenues and £7.5bn in annual
cashflow from operations.
The deal represents the cul-

mination of the mlaafon by Sir

lain Vallance, chairman of BT,
to transform the company
from a UK state-owned rnonop-

WorkTs tergest taleqbfns companies by sales
Cqfnpany
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oly into one of the world’s
most dynamic international
telecoms companies.
“Concert will be exception-

ally well placed to play a lead-
ing role in . . . the changing
global communications market
place," he said.

BT Is developing the alliance
it has had with MCI since 1994.

when it paid $4bn for a 20 per
cent stake in MCI, and set up a
joint venture called Concert
Communications to provide
seamless International tele-

coms services to multinational
companies.

.
BT has paid a 30 per cent

premium for a full merger to

thwart the danger that MCI
would merge with another US
long-distance operator such as
GTE.
MCI disclosed yesterday it

had been tn merger talks with
GTE, but the US company is

not expected to. enter the fray.

Hie acquisition — which
involves a cash payment of
£2.3bn to MCI shareholders
and a special dividend for BT
shareholders of 35p, costing
£2J2bn - will sharply increase

BTs Indebtedness. Concert

British Telecom chief Sir Peter Bonfield (right) and his counterpart at MCI, Gerry Taylor,
announce the two companies’ deal in London yesterday

will have net debts of £6.6bn
compared with BTs £948m in
March 1996. A proposed share
buyback of 10 per cent of Con-
cert shares after the merger
would increase the gearing of
debts to assets to 65 per cent.

The merged group will
Inherit MCTs 13.5 per cent
stake in Mr Rupert Murdoch’s
News Corporation. Although
MCI has reportedly considered
selling down its stake, the
partners in Concert said yes-

terday they had no immediate
plans to do so.

MCI managers, who will

take three of the six most
senior executive roles, will

inject into BT the highly entre-

preneurial culture they have
developed in breaking AT&Ts
monopoly over the US
long-distance market, where
MCI is the main challenger.

Sir Peter Bonfield, BT chief

executive, will be chief execu-
tive of Concert, and Sir lain

will be one of two co-chairmen.
But Mr Gerald Taylor of MCI
will have a powerful role as
president and chief operating
officer of Concert, and his col-

league Mr Doug Maine will
take the key position of
finance director. The merger

Continued on Page 18
A telecoms titan on the line
and Editorial Comment, Page
17; Lex, Page 18: The BT-MCI

deal. Page 25

Deutsche Telekom in row with investment bank
By Nicholas Denton in London

Deutsche Telekom has
excluded Goldman Sachs from
a leading role in the flotation

of one of its associated compa-
nies after a row with the US
investment bank over the pric-

ing of Deutsche Telekom’s cur-

rent initial public offering.

It emerged last week that
Deutsche Telekomand its part-

ner Ameritech had knocked
Goldman out of contention to
be global coordinator of the
$500m initial public offering
of Matav, their Hungarian
telecommunications company.

Deutsche Telekom explained
the -exclusion, by saying it was
“rotating” its business. But Mr
Joachim KrOske, the group's
finance director and chaTrmwn
of the privatisation steering
committee, told other invest-

ment banks Goldman had
missed the Matav deal in part
because of tensions over Deut-
sche Telekom's own partial

privatisation offering.

.

Goldman, one of three global
co-ordinators of Deutsche Tele-

kom’s DM15bn ($9.9bn) initial

public offering, had resisted
the company's proposed range
of DM25-DM30 a share, arguing

the price was too rich for
many international, institu-

tional investors.

Tensions rose when Deut-
sche Telekom executives saw
Goldman's research on the pri-

Deutsche Telekom Page 19

vatisation issue. They were
disturbed by the emphasis
given to low valuations based
on Telekom's earnings.
Advisers said a confronta-

tion developed between Mr
KrOske and Mr Eric Dobkln,

the Goldman partner beading
itsequity capital markets unit.

At a meeting on September
30, Goldman said many inter-

national investors would value
Telekom at about DM20 a
share and argued for the com-
pany to keep its options open
until it had tested demand.
Mr KrOske conceded Gold-

man’s initial valuations had
come as "a little bit of a sur-

prise". But be said discussion
about price was normal: "We
are fighting for the best ideas.

If at the end you have a suc-

cess, any misunderstandings
are forgotten.”

Goldman Sachs said: "This is

a tempest ln a teapot Gold-

man Sachs has an excellent
relationship with Deutsche
Telekom. Our global team is

fully committed and dedicated
to the success of the largest

public offering in history."

By the weekend of October
19, Goldman and the other
investment banks agreed to
the range of DM2580.
The disagreement - though

not expected to undermine the
US marketing effort that
begins this week - highlights

the divergence of views on the
value of Telekom. German

retail investors, subjected to a
huge' marketing campaign in
recent months, appear pre-
pared to pay a higher price
than many international fund
managers.
The dispute over price - one

of several between Telekom
and its investment banks - is

a sign that the share sale has
been dogged by infighting.

The reaction from presenta-
tions to investors, and the pre-

mium on the grey market In

Telekom shares, Indicates the
offering will be oversubscribed
even if the company opts for

the higher DM30 price.

A Clinton

win may
not include

Congress
By Jurek Martin In Washington

President Bill Clinton's
expected re-election tomorrow
may not be accompanied by
his Democratic party regain-

ing control of both houses of
Congress, according to late

polls and other reports from
around the country.
The president still leads Us*

Republican opponent Mr Bob
Dole by about 10 points In

most national surveys. But he
may be pushed to get the 50
pear cent of the popular vote he
wants to claim an unques-
tioned mandate for a second
term-
senator Chris Dodd of Con-

necticut, co-chairman of the
national Democratic party,

said yesterday he was "not
surprised it is closing”i

because "the negativism.of the

Dole campaign is having its

effect”.

But he claimed most of the

drain, away from Mr Clinton ,

was going not to Mr Dole but

to Mr Ross Perot of the'

Reform party. That was borne

out by a poll yesterday by

Continued on Page 18

Dole tries to heat odds. Page 4
FT Guide to elections. Page 8

Gehe considers

cash bid for

Lloyds Chemists
By Christopher Price
In London

Gehe. the German pharma-
ceuticals distributor, is this

week expected to launch a
cash bid far the UK's Lloyds
Chemists.

It would top the rival £644m
($L05bn) cash and share offer

made by UniChem, also of the
UK, two-and-a-half weeks ago.

'

A bid at over 505p a share -

valuing the high street drugs
chain at about: £657m - is

likely, with the possibility of
Gehe going as high as 525p -a

share in order to deter Uni-
nviwn from improving its offer.

UniChem's offer, which is

cloeely tied to its share price,
is worth about 495p a Lloyds
share. Lloyds’ shares closed at

516p on Friday.

The German group faces a
double dilemma in deciding
the level at which to pitch its

offer.

First, if it is perceived to
have launched a knockout
blow in the long-running bid
battle, the UniChem share
price is likely to rise as inves-
tors will no longer be discount-
ing a largB rights issue.

This in turn will allow the
UK company .to mount a-

CONTENTS

riposte. Second, a high offer
from Gehe would run counter
to its well-publicised concerns
over Lloyds' value following
the company’s

.
recently

reported fell in profits;

Conversely, because it is so
reliant on issuing paper to
frmd its bid, UniChem will be
constrained by the perfor-
mance of its share price during
the crucial offer periods.
UniChem shares closed at

251.5p on Friday, slightly
higher than when it launched
its latest bid.

Gehe must make a bid for
tha high Street chemists chain

by this Friday, which was the
deadline set by the UK govern-
ment oh October 18 when it

approved the undertakings
made by UniChem and Gehe to

sell Lloyds’ wholesale drugs
business.
Rival offers from UniChem

and Gehe were referred to the

competition authorities In

March-
' The prize for both suitors Is

Lloyds' 920-strong high street

fViHliv

With their own retail inter-

ests, victory for either Gehe or

UniChem would see them over-

take Boots as the UK's largest

chemist.
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NEWS: EUROPE

EBRD forecasts faster economic growth
By Anthony Robinson,
East Europe Editor

Central Europe and the Baltic
region are heading for (aster eco-
nomic growth next year, but the
timing of the long-delayed return
to economic growth in Russia and
Ukraine remains problematical, the
European Rank for Reconstruction
and Development (EBRD) says in
its latest transition report
Next year's growth in the central

Europe region depends largely on
expected higher economic activity

in the main export markets of
western Europe.
"After seven years of reform the

longer-term issues are becoming
increasingly clear. Privatisation
has moved ahead with impressive
speed. Attention Is now focused on
financial institution building and
infrastructure investment,” said
Mr Nicholas Stem, EBRD's chief
economist
"Restructuring the deformed

infrastructure pattern Inherited
from the communist past requires
better finance. That requires
higher domestic savings and high-
lights the need for the development
of private pension and Insurance
hinds and better banks.” he added.
Next year’s forecast of a revival

In growth follows an expected dip

to 4 per cent this year from 5J2 per
cent in 1995, reflecting both lower
export-led growth and fiscal tight-

ening in Hungary and Bulgaria.
Slower growth has been accompan-
ied by falling Inflation, except in
Bulgaria, Romania and Albania,
which all suffered higher inflation.

Poland remains the only country
where total output is higher than
in 1989. But output has been rising
in most of central Europe for the
last three years and has resumed
in five former Soviet republics.
Higher growth should be sus-

tained by higher labour productiv-
ity, which rose between 10 and 20
per cent In Bulgaria, the Czech

Republic, Hungary, Poland and
Romania last year. "Major indus-

trial restructuring will be required,

however. If productivity is to con-

tinue to rise.” the report warns.

In spite of higher productivity

and better quality output, the trade

deficits of several central European
economies, especially the Czech
Republic, grew in 1996. This mainly
reflects higher imports of capital

goods and declining export eompe-

titiYity. especially in Poland, Rus-

sia. the Czech Republic and Slo-

vakia, which have experienced
strong currency appreciation.

Increased financial stability

helped trigger a sharp rise of for-

eign direct and portfolio invest-

ment into central Europe, the Bal-

tics and the countries of the Com-
monwealth of Independent States

(CIS) to a record cumulative total

of W5bn in 1995. A further increase
is expected for 1996, according to

preliminary data.

Hungary, which has taken the

lead in privatising utilities, keeps
top position as recipient of foreign

capital. "Hungary has achieved the
most comprehensive privatisation

of utilities and been most ambi-
tious in introducing private sector
finance and risk-taking in road
construction.” the report notes.

Editorial comment. Page 17

Hardest part to come for East Europe
T he hardest part of the

task of transition to a
market economy is

still to come for the 450m
people in countries of the
former Soviet bloc. That is

the tough message from the
latest transition report of the
European Bank for Recon-
struction and Development
(EBRD).
“Great strides have been

made by most countries in
the region - but the chal-

lenges that remain are per-
sistent and difficult. Some of
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the more difficult tasks at
the heart of transition have
yet to be tackled,” says the
report
A few laggards, including

Belarus and some of central
Asian countries, have hardly
embarked upon systemic
change. But most former
communist countries have
liberalised prices and foreign
exchange, carried out' exten-
sive privatisation and
started on the longer-range;
institutional and structural
reforms which are the main
focus of this year's report
Some, such as the Czech

Republic, Poland and Hun-
gary, have gone so far along
the transition path that they
have been accepted into the
Organisation for Economic
Co-operation and Develop-
ment (OECD).
But all still face a “core of

difficult tasks" which must
be tackled to create function-
ing financial, legal, hanlring

and other institutions
needed to encourage long-
term savings through insur-

ance, pension and other
funds which are non-existent
or exist in embryonic form.
For although foreign

direct and portfolio invest-

ment is rising fast, the
investment needed to stimu-
late private economic devel-

opment and revamp the dis-

torted and largely worn out
infrastructure inherited
from Soviet times will have
to be financed mainly from
domestic savings.

The scale of the task of
infrastructural renewal Is
daunting .

Central Europe and CIS: Economic Forecasts for 1997 (%)
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The old system placed a
premium on energy-inten-
sive heavy industry. It

demanded the transport of
inputs hundreds and often
thousands of kilometres by
rail between giant industrial
plants, ignored the needs of
consumers, paid no attention
to costs and imposed arbi-

trary tariffs subsidised from
the notional profits of state-

owned enterprises. Invest-
ment in steel and energy
production was massive;
telecommunications were
ignored.

The wasteful and ineffi-

cient system was also highly
polluting and largely obso-
lescent, as maintenance and
upgrading were cut to a min-
imum once investment was
in place.

"The legacy Is tragic. But
a well functioning infra-

structure with good trans-

port links and telecommuni-
cations is essential for a

devolved, market-orientated
economy," says Mr Nicholas
Stem, EBRD's chief econo-
mist.

"Roughly one third of the
EBRD’s investments go into

infrastructure investment
and another third into the
financial sector. The aim is

not only to encourage priva-
tisation but above all to
ensure that utilities are run
on commercialised lines,

even if they remain state-

owned.”
Foreign investors have

been most attracted by the
profit potential in upgrading
telecoms. The most
neglected area under com-
munism has become the
highest priority for the new
business class spawned by
the reforms which have
placed well over SO per cent
of the economy into private

hands in most of the region
in just seven years.
Privatisation and foreign

investment have been slower
In other sectors, apart from
in Hungary, which has
played a leading role in
opening its utilities to pri-

vate investors. Over the last

two years Hungary has sold

off gas and electricity gener-

ators and distribution com-
panies, water companies and
telecoms and attracted for-

eign investors to help
finance new motorway toll-

road construction.
The scope for such invest-

ment is huge. Poland alone
plans to invest over S8bn in
new motorways over the
next IS years.

But the key message of
this year's report is the need
to mobilise household
savings and move from near-
bankrupt pay-as-you-go pen-
sions and health systems to

funded life and health insur-

ance and pension ftmds.
“Aggregate saving rates

have shown a dramatic

decline, with risk of further

decline unless policies are
implemented to reverse this

downward trend,” the report

says. “Governments can
make, and some countries
have made, important contri-

butions to the development
of contractual savings by
establishing supportive legal

and regulatory frameworks
and by clarifying the tax
treatment of these institu-

tions.” it adds.

The report highlights such
reforms as the key to devel-

oping financial markets and
banking Institutions and the

stream of savings required

to finance the rising invest-

ment on which future
growth will depend. They
could also help to create the
economic underpinnings for

what is still a fragile democ-
racy in many of the coun-
tries.

Anthony Robinson

EUROPEAN NEWS DIGEST

Lagardere chief

faces probe
The controversy over the French government’s handling

of the sale of the Thomson electronics group looked set to

escalate yesterday after it emerged that Mr Jean-Luc

Lagardere, head of Lagardfire, the selected buyer, was

under formal investigation tor alleged misuse of the

company’s assets. The disclosure, which comes at a

highly embarrassing time for the government, was made

by Mr Lagardere himself in an interview with Le Figaro,

the Paris newspaper.
Lagarfere said yesterday there was no risk of Mr .

Lagardere having to relinquish responsibilities or be put

in prison as a result of the probe. It said the move

“changes nothing” about the Thomson takeover plans.

The decision to place Mr Lagardere under investigation
;

is the result of a complaint lodged by a small shareholder

in the group in December 1992. This is thought to relate to

the activities of Lagardere Capital & Management a

management company owned by the Lagardere family, -

which owns 4.8 per cent of the shares in the Lagardere

group. David Owen, Paris

Danish row over Rushdie
Denmark’s centre-left minority coalition government may
face a motion of no confidence La its maladroit handling
of a planned visit to Copenhagen by the UK author Mr
saiman Rushdie, who is under sentence of death by an

Iranian fatwa. The government announced last week it

would not allow Mr Rushdie to enter the country to

receive a literature prize on November 14, as it could not

guarantee his safety. After protests. Mr Pool Nyrup
Rasmussen, the prime minister, said the government had

invited the author to Denmark to receive the prize, but
|

not on the planned date.
!

Opposition leaders are expected to press the prime
minister in parliament on Wednesday on whether the

government bad planned all along to invite Mr Rushdie

on an alternative date, or had originally intended to block

the visit altogether. Hilary flames, Copenhagen
j

I

Reformist leads in Bulgaria
First Indications from Bulgaria’s presidential election

run-off yesterday showed voters had handed a decisive

victory to Mr Petar Stoyanov. opposition candidate, over

his rival from the ex-communist ruling party. A telephone

exit poll by the independent Fakt agency gave Mr
Stoyanov. a reformist lawyer, 63 per cent to 37 per cent

for Mr Ivan Marazov, the culture minister. The poll of

1.060 voters across the country was broadcast by private

Darik radio. Reuter. Sofia

Rump Yugoslavia votes
Voters in Serb-led rump Yugoslavia yesterday went to the

polls for the first time since the end of the war in Bosnia

the lifting of sanctions - to choose between the leftist

coalition of President Slobodan Milosevic and the

four-party opposition coalition. By early evening, turnout

was around expectations, reaching 47 per cent Tour hours

before polls closed. Laura Silber, Belgrade

A leading Ukrainian businessman, Mr Evheny Sherhan,

was assassinated yesterday at the airport in Donetsk, his -

home town and capital of the Donbass region. Mr Sherhan

headed a trading company called Aton and held a seat In

the Kiev parliament. Matthew Kaminski. Kiev i
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*Nato draws up its Bosnia troop commitment
By Laura SBbor in B«lgi»4»

Natb military comnumdars are
today putting the finishing
touches to a blueprint for next
year's deployment in Bosnia wife
alliance members locked in con-
flict over the US-sponsored pro*
gramme to aim the outgunned -

Moslems and Croats.
-Nato ambassadors will this

week consider what size force to
deploy. International say
the most under discussion is a
deterrent force substantially
reduced from the current 55,000-
strong Implementation Force
Gfar).

“All major actors must have
two battalions hi order to be a
major actor-in Bosnia. This
absolutely nothing about Rwmrn
but in order to play a role in the
shaping of European security
structures,” said a western offi-

For the first tmi» next year Ger-
many win be among the biggest
troop contributors, probably out-
numbering the French, reflecting
Germany's concern to show that
it Is now a full player in European
security.

‘

While Washington so far has
refused to commit ' itself to
leaving troops on the ground

next year, US officials
privately say they expect about a
5,000-strong force to remain In
Bounin

“It is key who will participate in
the force. If the US is in, then
Ndtb and the other major allies

are in as welL Then other coun-
tries want to participate because
Bosnia has become a proving
ground for Nato members and
would-be members,” said Mr
Mohammed Sactrbey, Bosnia’s
ambassador to the UNL “It is pos-
sible to end up with a commit-
ment of forces that is greater than
the situation on the ground would
dictate.”

While the Bosnians want an
international force on the ground,
they are concerned about building
their army.
Mr James Pardew. US envoy for

the SSOQm Train and Equip pro-

gramme, says: “A lot of European
policies seem to accept partition.

But this would create this belea-

guered Moslem enclave which
would turn to radicals for support.

We are trying to reduce radical

influence. If we pull out, there
will be a vacuum, which Iran will

fill,”

“Train and Equip,” said a Euro-
pean diplomat, “does not resolve

the problem. We need to get the

arms out of the equation, not
In.”

It seems that the Americans
believe they will have more lever-

age over the Bosnians with
promises of deliveries of weapons.
The biggest single shipment of

military hardware, about $8Sm,
including M-60 tanks and M-311
armoured personnel carriers, so
for has not been delivered because

of a series of political issues

Including US demands for the
sacking of Mr Hasan Cengic. Bos-

nia's hardline Moslem defence
minister.

In an Interview on Bosnian tele-

vision, Mr Pardew made dear to

Bosnian citizens that they faced a
choice between the west and Iran.

European diplomats and mili-

tary nfWrtwiB prefer to emphasise
the arms reduction agreement
reached last June. They oppose
Train and Equip, convinced
that only the Moslems have rea-

son to take up arms in the
future.

In addition, said one officer, “by
the end of the war the Serb army
was in bad shape, they were los-

ing. When you talk about the
imbalance in military hardware,
you must take into account that
many of their tanks don't
work.”

Gorman banks train hard for Emu
Gi

ermany’s big Hn-nVa

are treating the
w —— approach of Euro-
pean economic and mone-
tary union- almost like a
countdown to the Olympics,
with the vital difference that
Emu is- designed to be per-
manent
They are training staff,

writing computer programs,
analysing markets, advising
customers and spending
money - all with around 800
days to go until the January
1. 1999 deadline.
This may seem like a long

time, but banks are twWng
no chances. Deutsche Runic

,

Germany’s biggest bank, "is

working on the probability
that European economic and
monetary union 'will go
ahead as planned, most
likely with a email number
of participants led by Ger-
many and France.
Thus it is putting its fid!

weight - and more than
DMSOOm ($200m) - behind
the planned move to the
euro, the single European

oicurrahcy.V In its twin-towered head-
quarters in Frankfurt and
branches around the country
and across Europe, officials

are working in teams and
task forces to ensure the
bank is ready. It has identi-

fied as many 3^00 separate
actions, from the tiniest
amendments in software and'
documentation to large-scale

changes in products and ser-

vices, that will have to be
taken ahBflri of Emu.
“Even if there was only a

small durrmc of Emu going
ahead, we would still have to

Andrew Fisher reports on the
widespread preparations for
the introduction of the euro
prepare for it,” says Mr Ste-
phan Schuster; responsible:
for basic policy issues at
Deutsche Morgan Grenfell,
the investment banking
operation.
This Is a dilemma faced by

all banks: while forging
ahead with costly and
time-consuming prepara-
tions for Emu, they do not
yet know whether it will
start on tinn* which coun-
tries will join and how
strictly the entry criteria
will be interpreted.
Nor are bantoi happy' with

the low-key way the Bonn
government has bo far bean
selling Emu to -a mostly
lukewarm public. “We have
to overcome people's anxi-

eties,” says Mr Heinrich Ras-
tetter, involved in retail

banking preparations.
“Banks are having to fulfil a
role that normally belongs to

politics. We have to per-

suade customers to believe

in the euro and its fixture

stability in a way that goes -

beyond banks' normal busi-

ness.''

Deutsche Bank began pre-

paring for the euro last year.

“We started early because
we are not aiming Just for a
simple switch from the
D-Mark when Emu takes

place,” says Mr Gerhard
Singer, In charge of the
bank's organisational prepa-

rations. “We are taking cur-

rency union very seriously
as a change in i*«a mar-
ket and we want to adjust to
this new market."
The shape of markets, the

way business Is done and
Investment strategies are all

set for considerable changes
after Emu. “We want to take
into account as early as pos-
sible what the customer
wants,” adds Mr Singer.
Thus German private and
public banking associations
agreed earlier this year an
the information to be con-
tained In banks’ payments
transactions, whether for
accounts of companies or
private customers.
Bank payments transac-

tion data will Include the
D-Mark as well as the euro.
Banks will have to see that
both are included, to provide
both for customers who
want to use the euro from
the start and for those who
prefer to wait until the new
currency is widely distrib-

uted from 2002.

Thus payments will be
possible in D-Marks into
euro accounts and vice-

versa. Deutsche Bank has 26
types of payments link with
customers, including cash
machines, electronic bank-
ing and direct connections
with big corporate clients.

“All these technical inter-

faces have to be changed,”
says Mr Singer.

After payments, the sec-

ond biggest area of change Is

securities. German banks
are due to agree later this

year on a common method of
transferring securities busi-

ness into euros. They want
the government to state as .

soon as possible whether its

existing bonds will be
denominated in euros when
Emu starts - as will happen
in France - as well as future
issues.

Also to be fixed is the way
share quotations are
switched into the new cur

‘Banks are having
to fulfil a role that
normally belongs
to politics. We
have to persuade
customers to
believe in the euro
and its future
stability in a way
that goes beyond
banks’ normal
business’

rency to avoid awkward
amounts resulting from the
conversion rate.

Much of the preparation in

securities will affect' invest-

ment banking, where around
90 different Emu-related pro-

jects are under way, Mr
Schuster says. These include

the design of front-end com-
puter screens for fixed-in-

come trading, valuation

methods, arbitrage models
and the intensive training
needed for sales and other
staff.

Training, along with cus-
tomer advice and marketing
will be among the most

of prepa-
rations. across the whole
bank, accounting for its

total Emu investment.
As well as having their

nerves soothed about Emu,
for example, big private cli-

ents win be advised about
where to invest their money
- In currencies of likely par-
ticipating countries or, if

they think the single cur-
rency is a non-starter, in
D-Marks. “We reckon equi-
ties will certainly benefit
under Emu,” says Mr Huber

-

tus vath, responsible for pri-

vate asset management
“With one currency, asset

allocation will be decided
more by industrial sector
than by country." Other cus-
tomers are likely to be more
concerned about what hap-
pens to their life insurance
policies and pensions.

On the corporate side, big
companies are well advanced
in their preparations. Deut-
sche Rank has also held spe-

cial workshops for such
groups as Siemens, Daimler-
Benz and BMW, tailored to

their needs. Smaller compa-
nies have generally made
less progress while local

authorities are for behind. It

is not only the public which
is finding it hard to come to

terms with the D-Mark’s
planned demise.

'

Economics Notebook, Page 8
Gilts repo market. Page 7

Emil Constantinescn, opposition candidate, being greeted
by supporters In Bucharest yesterday

Hard-fought struggle

in Romanian election
Romania went to the polls

yesterday in the country’s
third presidential and
parliamentary elections

since the overthrow of
Nicolae Ceausescu’s regime
tax 1989. Virginia Marsh
reports from Bucharest.
Opinion polls published

before the end of

campaigning last Thursday
suggested the centre-right

Democratic Convention, the
mam opposition group,

would win power for the
first time but would fall

well short of a majority.

President Ion Illescu, who
has held office since the
ousting of Ceausescn, is

expected to go through to a
rtm-off in the presidential
race against the
Convention’s Mr Emil
Constanttnescu, an
academic, on November 17.

Turnout was high with
57.5 per cent of the
electorate voting by 6pm,
three hours before polling
stations were due to close.

However, the poll was hit by
problems inducting
inaccurate voting lists.

Spanish
closure

plan
angers
miners
By Davki White In Madrid

Unions and political leaders

in the Asturias region of

northern Spain have reacted

fhriously to government pro-

posals which would force the
region's state-owned coal

mines to close completely In

2002.

The outline plan was
decribed by a leading local

senator for Spain's ruling
Popular party, Mr Isidro

Fernfindez Rozada, as "a
stab in the back".
Mr Josep PiquS, industry

minister, was quoted as hav-

ing told regional journalists

the government planned to

stop subsidising coal mines
in six years. This would
mean closure for Hunosa,
the state group now employ-
ing 9,300, which has a strong
tradition of militant trade
nninnlan
Compensation for the

region would be In the form
to a PtaTObn (J547m) fond for

^industrialisation of the
coalmining areas, paid over
a three-year period. The
money would come from the
proceeds of the govern-
ment's privatisation pro-
gramme.
The closure threat has put

local PP leaders, who last

year ousted the Socialists

from their stronghold In the
regional government, on the
spot. Mr Pique was reported

to have said that the
regional president, Mr Sergio
Marquis, already knew of
the plans. Mr Marques
retorted: “If Josep Pique said

that, he is lying.”

Unions said they would
not be provoked into precipi-

tate action. But the Commu-
nist-led Workers’ Commis-
sions stated firmly it would
not accept the closure of

Hunosa or any other state

company.
Pit shutdowns by the pre-

vious Socialist government
brought a storm of protests

five years ago. when the
company still employed
18,500.

The venom of a snake helped us formulate

a life-saving drug. Hoechst.

In a number of civilizations,

ona|cw have long been revered as

a symbol of healing.

It was 90 years ago that scien-

tists developed a better nrider-

gtanding of exactly how snake

poisons act in the human body.

Protecting the heart

and the

cardiovascular system.

An example of research in this

field is an active substance used

^co treat cardiovascular disorders.

The bwwia'n body contains

certain tissue hormones called

lcinirus, which reduce blood pres-

sure and open the blood vessels.

Now it has been discovered that

the blood-pressure-lowering and

vasodilating action of the kinins

can be boosted by proteins

found in the venom of a Brazilian

pit viper.

Scientists at Hoechst Marion

Roussel, the pharmaceutical di-

vision of Hoechst, have used this

discovery to synthetically pi

v* duce these proteins and thus
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develop a new life-saving drug.

Research into cardiovascular

disorders has always played an

important role at Hoechst.

In 1904, Hoechst researchers

were the first to synthesize the

hormone adrenaline.

Other vital developments

followed, including edema

therapy and preparations to

dissolve blood clots.

Today, Hoechst Marion

Roussel offers one of the broad-

est lines of cardiovascular

products.

Cardiovascular disease is still

the No. 1 cause of death, which

is why fighting tliis important

problem is a matter so dose to

our hearts at Hoechst Marion

Roussel

Hoechst

D-65926 Frankfurt am Main

Internet:

htip^/wwwJbioechst.com/
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Dole tries to

beat odds in

Las Vegas
By Petti WaMmeir

It was an
impressive
display of
mind over
matter:
after 41
sleepless
hours, a
remark'
ably ener-
getic Mr
Bob Dole,
the Repub-
lican pres-

idential
candidate,

swept into a Las Vegas
casino just before 2am yes-
terday to rally bis campaign
troops.

Running on adrenalin, fast

food and the desperation
bom of a large opinion poll

deficit Mr Dole is staging a
96-hour campaign marathon
until tomorrow's election.
“We're going to go round the
clock, round the clock,
round the clock to win this,"

he told eager crowds at some
of the 16 campaign stops
which preceded Las Vegas.
But when he stepped on to

the stage at the MGM Grand
Casino at 1.45 on Sunday
morning, he told the Las
Vegas crowd simply to “Bet
on Bob Dole".
“We’re not going to roll

the dice or anything like
that,” he said, anticipating

all the obvious jokes about
last-minute gambles on vic-

tory- For him, the gamble
has already paid oft the idea
of a 96-hour campaign blitz -
the longest in electoral his-

tory - has captured the
headlines which have so
long eluded him.

Public attention may bor-

der on the morbid. Like spec-

tators at a high-speed car
race, many are merely
waiting for the candidate to
crash. However, the televi-

sion networks are giving it

top billing, and Mr Dole has
pushed his rival. President
Bill Clinton, into second
place on the newscasts.

in Las Vegas

US
ELECTIONS
Novembers

To achieve that, Mr Dole
had to find a place to assem-
ble a huge crowd In the mid-

dle of the night. Las Vegas
was perfect for his purposes:
it keeps gamblers' hours. It

Is a city where the line
between fantasy and reality

Is constantly blurred, where
statues speak, pirates live

and jungles bloom in the
desert. In Las Vegas, every-
thing is possible: people go
there because they think
they can beat the odds.

The eager Dole crowd
which packed the MGM
Grand ballroom was count-
ing on their candidate to
defy the opinion polls -

which show Mm trailing by
double digits on the eve of
election day - just as he
defied his age by staying up
for two consecutive nights to

greet them. All expressed
admiration for his endur-
ance: though his voice was
hoarse, his speech more
coherent and forceful than
normal.
Those who looked for

signs of fatigue found them
easily among his entourage:
the normally radiant Mrs
Elizabeth Dole, the candi-
date's wife, stood blank-eyed
and swaying behind him, her
immaculate coiffure deflated

by lack of access to a hair-

dresser. Mr Dole’s travelling

press corps appeared bleary-

eyed and grim. Hair was
unwashed, nhin« unshaven,
and mascara smeared. The
only one clearly enjoying the
ordeal was Mr Dole himself.

His endurance race has
doubtless caught the atten-

tion of voters, but he may
struggle to translate that
into votes. In the cavernous
MGM Grand Casino, thou-
sands of holidaymakers sat

gambling in blissful igno-
rance of the candidate's pres-

ence.

Mr Dole’s surge of energy
will probably come too late

to convert them. But at least

it means that if he loses, he
will go down fighting.

FT guide to watching the US
elections. Page 8

Commerce fuels US-Jakarta links
Many believe business, rather than campaign cash, has swayed Clinton

I
n the controversy over
fundraising by the Clin-

ton campaign. Republi-
cans have been on the hunt
for links between campaign
contributions provided by
sinister Asian bagmen and
the administration's foreign
policy.

Indonesia has come under
particular scrutiny. Presi-
dent Bill Clinton has for
years had close ties to the
Lippo Group, an Indonesian
conglomerate with a bank in
Little Rock. Arkansas. Sev-
eral donations to Democratic
funds from individuals con-
nected with Lippo have been
reported in the US press.

One of the favoured
charges - detailed in the Los
Angeles Times - is that
President Bill Clinton
dropped a complaint against
Indonesia’s workers’ rights
practices to satisfy Indone-
sian backers.
“Heavy money plus

top-level persuasion provides
basis to believe that Ameri-
can foreign policy was
improperly influenced by the
back-channel dealing of Clin-

ton’s ‘Asian connection',”
wrote Mr William Safire, the
New York Times columnist.
However, the labour and

human rights groups which
brought complaints against
Indonesia in the first place,

while fiercely critical of the
administration's change of
policy, argue strongly that it

was not connected with cam-
paign financing.

Nor do they believe, as
many have suggested, that
Mr Clinton’s warm welcome
of Indonesia's President
Suharto last year at the
White House was bought
and paid for by campaign
cash. They do think, how-
ever, that the administration
has thrown away an oppor-
tunity to help Improve the
lot of Indonesian workers.

Helping workers was the
aim of a 1984 amendment to

the Generalised System of
Preferences, which gives
duty-free entry to the US
market for many developing
country imports. The amend-
ment - similar to one
approved by the European
Union last year - said the

US should deny GSP benefits

to countries which failed to
improve worker rights.

The Reagan and Bush
administrations made scant
use of the amendment But
labour expected more from
Mr Mickey Kautor. Mr din-
ton's first trade representa-
tive. Indeed, the trade repre-
sentative's office initially

made active use of the GSP
to demand progress on work-
ers' rights in a number of

countries.
Indonesia was a prime tar-

get for human rights groups.

who say the military has a
long record of beating up
and detaining organisers of

independent unions. On
June 25 1993 Mr Kantor
announced an “action plan”
to “help” Indonesia meet
international standards.
“The Indonesia case was

one of the most encourag-
ing,” said Mr Mike Jen-
drzejczyk, Washington direc-

tor for Human Rights
Watch/Asia. “No one had
ever before sent a team to

Jakarta to engage in wide-
ranging discussions with
NGOs [non-governmental
groups], the labour move-
ment and the government.
The Indonesians were wor-
ried. It would have been
such a black eye if the US
were to suspend its GSP on
labour rights grounds.”

In February 1994 labour
and human rights activists

were stunned when Mr Kan-
tor announced that the
"review” of Indonesia’s
worker rights would be
“suspended" because Jak-

arta had promised to allow

the formation of local

unions, reduce the role of

the army in controlling

labour activity and raise the
minimum wage.
Complaining that the

review should have been
continued until the promises
were implemented, the Inter-

national Labour Rights Edu-
cation and Research Fund
labeled Mr Ranter's decision

“yet another victory of
national security and com-
mercial interests over
human rights".

Of Jakarta’s three prom-
ises, only the last has been
realised, according to the
activists. In tact, with no
concern for economic conse-

quences. Indonesia recently
cracked down on over 200
peaceful political and labour
activists, imprisoning Mr
Muchtar Pakpahan, leader of
Indonesia's only independent
labour union.
Labour and human rights

officials believed then - and
still do - that Mr Clinton

caved in to business inter-

ests just as he did later in

1994 when he omitted human
rights from consideration In
renewing China’s Most
Favoured Nation trade sta-

tus.

Trade - breaking down
market barriers and creating

US jobs - was, and still is, at

the centre of the president's

economic and foreign policy.

Indonesia Is one of the Com-
merce Department’s “big

emerging markets” and a
target for US contracts.

Typical of the tremendous
pressure on Mr Kantor and
the White House was a plea

from Mattel Toys. “The Indo-

nesian operations, which pri-

marily manufacture Barbie,

just came onstream last

year," the company said in a
1993 letter to Mr Kantor.
“One of the principal rea-

sons for undertaking this

majbr investment in Indon-

esia was to reduce the com-
pany’s reliance on our China
operation, given the continu-

ing threat to the latter’s

MFN status."

Apart from company pres-

sure, there were reasons for

the Clinton administration
to bring the Indonesian case

to a close. At the end of 1993

Mr Clinton brought Asian

leaders to Seattle for a sum-

mit where he presented his

vision for “a new Pacific

community".
In January 1994, the White

House began looking ahead

to the next meeting of Asian

leaders in Bogor, Indonesia.

The aim was to head off

Malaysian attempts to

wyriurip the US from a free

trade area which would
indude only countries of til®

Association of South-east
Asian Nations (Asean) and

Japan. The White House had
to have Indonesia’s co-opera-

tion; the labour rights case

was out of Mr Ken-

tor’s h ftnda and brought into

the White House.

Until the past few weeks.

Republicans have been gen-

erally silent about Mr Clin-

ton's actions on workers’

rights. Even harsh critics

say his actions on Indonesia

have been sound.

“President Clinton has
shown unusual competence
in his handling of Indon-
esia," a former senior official

in the Bush administration

said. “It is difficult to strike

a balance between human
rights and commercial inter-

ests. but the Clinton admin-
istration has stumbled on a

sensible policy.”

Human rights activists dis-

agree. “They have reverted

to practices we saw under
previous administrations,”

said Mr Pharis Harvey of the

International Labour Rights

Education & Research Fund.

“We see arbitrary decisions

unrelated to facts of the
case, suspension of reviews

that ignore ongoing abuses
and a failure to take up
cases where there is evi-

dence of abuses that need
review. For a time there was
improvement but that time

is past.”

Even the activists reluc-

tantly agree, however, that

Indonesia is ascending Into

the ranks of nations - such
as Saudi Arabia, Israel and
Russia - that are handled
delicately by Washington for

their strategic, commercial
and political importance.
But not because of campaign
cash.

Nancy Dunne and
Aishin Molavi

Union *

deal ends
dispute

at GM
By Richard Waters

m New York

General Motors' US
assembly operations are

expected to return rapidly to

normal this weds following

the conclusion at the week-

end of a new three-year

labour agreement with the

country's United Anto
Workers union.
The conclusion of the

talk* early on Saturday
r^iTTc more than five days

after a UAW strike deadline,

and after selective stoppages

had started to hurt some of

the company’s most profit-

able operations. f[
Last week, a strike

brought production to a halt

at a GM plant in Janesville.

Wisconsin, which builds its

highly profitable Suburban
sports utility vehicles.

Agreement had seemed
likely in recent days after

indications that they were
in accord on most issues of
principle. However, the final

resolution came only after

several round-the-clock bar-

gaining sessions.

Immediate details of the
agreement were not made
available pending a vote by
the union's 215,000 mem-
bers at GM. It is understood,

however, to accord in all

significant respects with
earlier agreements by Ford
Motor and Chrysler. These
involved guarantees for the

jobs of 95 per cent of current

union members, bat with
escape clauses that would
allow the companies to cut
workers to exceptional cir-

cumstances. f|
The labour agreement has

been seen as an important
step In GM's efforts to

rebuild its North American
business. After big losses in

the early 1990s. the com-
pany has returned to profit

there, but remains less effi-

cient than Its rivals, putting

it under greater pressure to

cut costs.

The accord with the UAW
Is believed to give GM the

power to dispose of some of

its less profitable parts-mak-
ing factories.

Critical moment: Clinton looks on as Suharto shakes hands with Us Chinese counterpart

Jiang Zemin at the 1994 Apec meeting in Bogor, Indonesia. The president was anxious to

avoid attempts to exclude the US from a free trade area aw
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Beijing groups and business

Committee
By John Ridding
in Hong Kong

Pro-China groups and
business leaders have
emerged as the dominant
forces in the committee
which will select the bead of
the Hong Kong government
alter the territory's

, return
to Chinese sovereignty on
July l next year.
The 400-member Selection

Committee, established in
Beijing at the weekend, will

also decide membership of a
provisional legislature,
which : Beijing plans to
install in place of the exist-
ing elected Legislative Coun-
cil-

According to participants,
a decision on the chief exec-
utive, as the post-colonial
governor will be

. known, is
expected on December 11.
The composition of -the pro-
visional legislature is due to
be revealed a few weeks
later.

Chinese officials said that

More than 1,000Bong Kong
demonstrators yesterday marrhffl to
the local headquarters of toeXinhua
news agency, Beijing's defacto
embassy in the territory, demanding
the release of political dissidents in
China, writes John Riffling
..The protest followsthejailing last
Week ofMr Wang Dgn, the Chinese

political activist, who was sentenced to
11 years in prison after being found
guilty by a Beijing court of
“conspiring to subvert the
government”. In Hong Kong, fears of
restrictions on freedom of expression
have been fuelled following warnings
by Chinese officials that Ihe territory’s

residents must not interfere with

mainland affairs or criticise the

Chinese leadership after next July’s

transfer of sovereignty. Concerns were
heightened when Mr Qian Qichen,
foreign minister, recently said Hong
Kong residents should not
commemorate the anniversary of the

June 1989 suppression of

pro-democracy protests in Beijing.

the formation of the Selec-
tion Committee, which com-
prises Hong Kong residents,
marked a crucial step In
transfer of sovereignty.
Describing the process as
fair and democratic, they
claimed that the body drew
representation from across
Hong Kong society.
"The members are shoul-

dering a great historic mis-
sion,” said Mr Qian
foreign minister. “This is a
very broad based representa-
tive committee,'’ added. Mr
Chen Ziying, deputy director
of China’s Hong. Kong and
Macao Affairs Office.

In Hong Kong, however.

the process cam** under fire

from pro-democracy groups.
The Democratic party, the
largest group buthe legisla-

ture. dismissed the Selection
Committee as an “inner cir-

cle" of pro-Beijing figures
and reiterated its. opposition
to the scrapping of the exist-

ing legislature. Two pro-
democracy activists

.
were

expelled from Bering at the
weekend as they sought to

submit' a petition criticising
the selection procedures.
Among the 400 members of

the Selection Committee, the
pro-China Democratic Alli-

ance for the Betterment of
Hong. Kong (DABHK) and

the Chinese General Cham-
ber. of Commerce are
strongly represented. So, too,

are foal business magnates,
with Mr Li Ka-shing, head of
Cheung Kong, and Mr Lee
Shau-kee, head of Henderson
Land, among several prop-
erty tycoons on the body.

Political commentators in

Hong Kong pointed to the
prospect of factionalism
within -the committee and
said its membership
favoured two of the four seri-

ous contenders -for the post
of chief executive: Mr Tung
Chee-hwa, the shipping
tycoon, has strong backing
in the Chinese Chamber of

Commerce, while Sir Ti
Liang Yang, the former chief
justice, is thought to have
backing from the DABHK
and the Federation of Trade
Unions.
Composition of the body

was decided in a secret bal-

lot by members of the Prepa-

ratory Committee, the 150-

member Beijing-appointed
group which Is overseeing
the handover. A total of 60 of
the 400 seats were reserved
for delegates to China’s
National People's Congress
and appointees by local dep-
uties of the Chinese People’s
Political Consultative Con-
ference; an advisory body.

Vietnamese
boat people
‘held illegally’
By Jeremy Grant In Hanoi

A British lawyer who
long defended Vietnamese
boat people held in Hong
Kong camps said yesterday
that she planned this week
to file a class action for
habeas corpus at a court in

the territory, claiming that
4,000 boat people are being
illegally detained.

. Ms Pam . Baker, who is

based in Hong Kong, helped
engineer the release of more
than 100 detainees in a simi-
lar-case earlier this year. She
said she was awaiting affi-

davits from about 30 boat
people before going ahead.
The planned move comes

as Britain is trying to empty
the camps of boat people
ahead of the resumption of

sovereignty by China next
July. Britain and. Vietnam
wmHmwi to disagree over th**

fate of several hundred boat
people whom Hanoi refuses

tO take hark nn fhr
fl
irui fflc

tha? they are nan-nationals.

Vietnam's position Is the
main sticking point in an
otherwise smooth repatria-

tion process that has
recently seen between L500
and 2,000 boat people, sent

home monthly. China has
said it wants no boat peqple
left in' the camps by the
handover and Britain is con-

fident all wD3.be sent borne

by then.

The 4,000 in Ms Baker's
planned legal move have not
yet been approved for return

by Hanoi, which cites doubts
on verifying personal details.

Boat people detained in camps protest at Hong Kong’s forced repatriation policy by setting

light to buildings and holding rooftop demonstrations earlier this year

That number also includes
several hundred it has
already rejected on grounds
they are not Vietnamese.
Most are ethnic Chinese. .

.

Last week, Mr Malcolm
Rifkind, Britain's foreign
secretary, was in Hanoi try-

ing to persuade Hanoi to
accept the non-nationals, He

said the UK would not
accept any boat people left

in ' Hong Kong at the hand-
over and it was up to Viet-

nam to take thorn as they
had originally fled Vietnam.
He said Vietnam appeared

ready to tackle the issue in

“a positive and flexible

way”. But comments later

by Vietnamese foreign min-
ister Nguyen Manh Cam
indicated his country's law
prevented a shift in their
position. “It is very difficult

for us. It is against our law.

This problem Is complex but
we have to respect the laws
of Vietnam,” he told the
Financial Times.

Court
ruling on
Punjab
a blow to

Bhutto
A Pakistani court yesterday
reinstated the ousted chief

minister and government of
Punjab in a setback for

Prime Minister Benazir
Bhutto's beleaguered gov-
ernment, writes Fartaan Bok-
hari in Lahore.
The government of Mr

Manzoor Wattoo, sarfmri by
Ms Bbutto last year, was
restored in an appeal
against the dismissal orders.
Mr Wattoo was given 10
days to seek a confidence
vote from the 248-seat pro-
vincial legislature. Many
politicians expect Ms
Bhutto's power base to be
considerably weakened if Mr
Wattoo passes that test.

Her ruling Pakistan Peo-
ple’s Party (PPP) responded
by formally seeking a no-
confidence vote against Mr
Wattoo. A vote count at the
Punjab assembly, tbe pro-
vincial legislature, could be
held this week. The latest
situation in tbe Punjab is

expected to intensify pres-
sures on the prime minister.
Mr Farooq Leghari, the

president, who was once her
closest supporter, has
turned increasingly against
her in the wake of charges
of rampant corruption in

the government.
In addition, the killing of

her estranged brother, Mnr-
taza, by the police in Kara-
chi on September 20 bas
been both a personal trag-

edy and a political setback.
Tbe killing bas been fol-

lowed by protests against
Ms Bhutto and her husband,
Mr Asif Ali Zardari, in parts
of rural Sindh, once consid-
ered to be her vital home
base.
A bomb exploded on a

passenger train In Pakistan
yesterday, killing five pas-
sengers and injuring nine,

AFP . reports. Tbe train was
travelling from Karachi to

nearby Rawalpindi. The
blast, came after nine previ-

ous blasts in Punjab in
which around 80 people
have died since ApriL

ASIA-PACIFIC NEWS DIGEST

Burma parties

resume talks
High-level contact between Burma’s opposition National

League for Democracy (NLD) and the military junta has

resumed for the first time in months. Diplomats said the

contact Is likely to delay imposition of economic sanctions

against the military regime - under consideration by the

US and European Union - until it can be assessed

whether the contact might create conditions for

substantive political negotiations.

In the past week, Burmese democracy leader Ms Aung
San Suu Kyi has met a senior military intelligence officer.

Col Than Thun, who is used to communicate messages
from the military junta to Ms Suu KyL During lust week's
five-day detention of NLD vice-chairman Mr Kyi Maun£.
discussions were held about the NLD's position on a
variety of issues.

“Both sides may be trying to improve the situation

(and) their understanding of each other," said Col Kynur
Them, a senior defence ministry official. He also said the
government wanted Ms Suu Kyi to drop her cull for

economic sanctions before deciding '‘whether to take the
next step or not”.

Ms Suu Kyi said that it was too early to tell whether
relations with thejunta were improving. For the sixth

weekend, police closed off the road in front or her house,
preventing supporters from attending her regular
weekend speeches. Burmese police detained several
people yesterday after scuffles between police and NLD
supporters. Ted Bardackt\ Kaminnn

Foreign reserves decline
Burma’s foreign reserves have fallen to SDR201ni
according to tbe International Monetary Fund, the lowest
level since the military regime began opening up tin 1

economy in 1992 and less than half the amount recorded
in mid-1995.

The fall in reserves is the result of a massive
defence-led public sector trade deficit, analysts say, and
may signal that the country will continue to accumulate
arrears to international creditors. The government has
found it difficult to obtain a new long-term fuel supply
contract after it defaulted on payments to Mitsui of
Japan.
While private sector external trade is largely in balance,

the government recently stopped Issuing import permits
and letters of credit to the private sector, hoping to stem
the outflow of hard currency. Ted Bardackt\ Rangixm

Cambodian forces to merge
Breakaway Khmer Rouge commanders yesterday said
they had agreed to merge their force of up to 4.00U

lighters with Cambodian government forces on
Wednesday. The decision came as the Khmer Rouge
suffered thousands or defectors over the weekend,
including several thousand fighters from fronts located
dose to the bases of the breakaway rebels.

The fighters, from front 250 in the northwest and 909 in

the southwest, included Sam Bit, said to be second in lino

to dissident Khmer Rouge leader Ieng Sary. Sok Peap,
commander of the northwest base of Phnom Mal.ii, said

Ieng Sary had decided to integrate his estimated 4,000

fighters with the Royal Cambodian Armed Forces.

In a statement read on local radio, soldiers from front

250. which includes four divisions and one regiment, said
their 3,400 fighters and 25,000 family members were ready
to defect to the government Reuter, Phnom Penh
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Israeli

settlements

illegal,

says
Rifkind
By David Gardner in Hebron

Mr Malcolm Rifkind, the British
foreign secretary, yesterday told
Israel's hard-line government that
“all Jewish settlements on occu-
pied territory are illegal” and that
the option of a Palestinian state in
the West Bank and Gaza had to be
kept open if Israel wanted peace
with the Palestinians.
Mr Rifkind was speaking in

Hebron on an unscheduled visit to
underline that hope of. reviving
the peace process requires rapid
agreement between Israel and the
Palestinians on the disputed and
explosive West Bank town.

Earlier, in Jerusalem, the for-

eign secretary discussed the stal-

led peace process with Mr Benja-
min Netanyahu, Israeli prime
minister, Mr David Levy, foreign
minister, and Mr Ezer Weizman,
Israeli president. Last night he
was due to meet Mr Yassir Arafat,
the Palestinian leader, in Gaza.

Israeli last year agreed to with-
draw from most of Hebron - a
powderkeg where 400 heavily
guarded Jewish settlers live sur-
rounded by 130,000 Palestinians -
as part of the second Oslo agree-

ment on Palestinian self-rule. Mr
Netanyahu, elected in May at the
head of a coalition of rightwing
nationalists, religious fundamen-
talists and settlers, has made
withdrawal conditional on a rene-
gotiation of the agreement's secu-
rity provisions.
After the fighting in September

between Israeli troops and Pales-
tinian security forces across the
West Bank, the US has tried for
the past month to broker a
Hebron deal without success.
Mr Rifkind said Mr Netanyahu

reassured him that Israel was
determined to reach an accord.
The foreign secretary said Hebron
would decide whether the peace
process has a future.

“Without Hebron it’s rhetoric,
with Hebron it begins to look for
real,” he said. But a Hebron deal.

he stressed, was “only the begin-
ning of what could be the renais-
sance of the peace process.’'

It had to lead on to implementa-
tion of the rest of the Olso 2 agree-
ment - Including the release of
Palestinian prisoners and the eas-

ing of the eight-month Israeli

blockade of the self-rule areas -
and to a resumption of “final ’sta-

tus” talks on a Palestinian state,

occupied Arab east Jerusalem,
and the settlements.
Drawing a measured contrast to

the recent tour of the Middle East
by President Jacques Chirac of
France whom the Israeli authori-
ties fait was overtly pro-Arab, Mr
Rifkind said: “We describe our-
selves as even-handed, but we do
not mean by that that we are
even-handed on issues of princi-

ple.'*

Iraq denies US jet attacked
air defence installation
Ely Routa Khalaf in Baghdad

Iraq yesterday denied that US jets
patrolling the southern no-fly
zone bad fired a missile against
Iraqi air defence installations.
The government also reaffirmed
its commitment not to fine at US
and allied jets enforcing the
northern and southern no-fly
zones.
The US on Saturday said Iraqi

radar had aimed at the US Air
Force F16 jets, which fired a mis-
sile in response. A report by the
Washington Times said the US
Central Command was Investiga-
ting the Incident.

“US allegations are baseless,"

said the Iraqi news agency quot-
ing a foreign ministry official.
”
1111$ erroneous statement is part

of the propaganda campaign for
tiie US presidential elections."

Iraq does not recognise the no-
fly zones, imposed following the
1991 Golf war with the aim of
protecting the Kurds in the north
and Shias in the south from Iraqi

attacks.
Id September, the US extended

the southern no-fly zone from the
32nd parallel to the 33rd parallel,

after Iraqi forces assisted a Kurd-
ish faction in taking control of
the northern main city of ArbiL
The US also fired cruise missiles
against Iraqi air defence systems

in the south in retaliation and
launched a massive military
build- up in tbe Gulf to deter Iraq
from attacking US and allied jets

patrolling the zone.
Although air defence systems

are believed to have been
repaired within two weeks of the
US attacks, Iraq defused the ten-

sion by announcing in September
it would not attack US and allied

aircraft. The Foreign Ministry
said yesterday that it stock to
that decision.

Iraq dismissed the US interven-

tion in September as an electoral
ploy ahead of US presidential
elections which are being closely
watched in Baghdad.

Aid agencies ponder the

lessons of eastern Zaire
Michela Wrong analyses the events described by aid

workers as ‘a disaster waiting to happen’

A s the world contemplates

a second humanitarian
operation in east Zaire,

analysts are urging the Interna-

tional community to heed the les-

sons of what many consider one
of aid industry's most shame-
ful episodes.

The first operation, launched
when nearly 2m Hutus fleeing the
Rwanda Patriotic Front (KPF)
poured across the border in 2994,
folded like a house of cards this

weekend when 120 relief workers
drove out of Goma. Prompted by
fighting between Zairian soldiers

and rebel groups, tbe evacuation
left not a single expatriate relief

worker in east Zaire.

“They are on their own now,"
said Mr Panos Mountzis, spokes-
man far the United Nations High
Commissioner for Refugees
(UNHCR).
But critics of the UNHCR-led

operation, many of them indepen-
dent aid groups, regard the last

fortnight's debacle as chillingly
predictable, given a series of big
errors by the relief establishment.
“We have been preparing for

what is happening now for two
years,” says Ms AXUson Campbell
Care International spokeswoman.
“This hag been a disaster waiting
to happen.”
The rebels storming across

Kivu, pushing refugees before
than, have been helped by troops
from Rwanda, whose government
is furious for the way in which
extremists responsible for the
slaughter of 500.000 Tutsis have
used the camps as a base for
cross-border attacks.

“What the aid establishment
now has to explain Is how it

allowed those camps to become
bases for guerrilla activity aimed
at destabilising a neighbour. And
why the world has spent a $im a
day feeding genocddal killers.”

says a Kigali-based diplomat
In 1994. the sheer size of the

influx meant aid workers were too
busy saving lives to consider
long-term consequences. The chol-

era outbreak that followed sent
heart-rending images across the
world, cancelling out memories of

the genocide.
Tfoe camps became permanent

Installations, small cities in which
Rwandan mayors, miiwamwi nnri

army officers, tbe men who mas-

A French fahint** Tnfafcrfpr

yesterday urged European
partners to be prepared to
intervene to prevent a human
disaster in Zaire. “We [France]
are already pre-positioning
supplies, food, water, shelters and
clothing,” Mr Xavier
EmmanoeUi, secretary of state

for emergency humanitarian
action, said, agencies report
“But France cannot act alone,

he told TF-l television. “Everyone
in other European capitalsmust
now start preparing to act as
soon as the opportunity presents
itself.” Officials said the French
government was waiting to see

tennlnded the genocide, kept an
iron grip on a docile community.
Enjoying living standards envied
by ordinary Zairians, camp dwell-
ers Ignored Kigali's appeal for
them to return. Several aid agen-
cies withdrew because of moral
misgivings. But sheer ignorance
r?fton blinded many of fto aid
workers who stayed to the true
state of affairs.

Brought in on short stints and
swiftly rotated, many employed
Rwandan community leaders to
help distribute supplies and saw
the situation through their eyes.

“People wnwo in knowing noth-
ing, and identified strongly with
their 'clients'. They really
believed the refugees were in
intense danger if they crossed the
border. It's called aid worker syn-
drome," said one relief official

Compounding misunderstand-
ings was the bureaucratic inertia

associated with any UN operation
and the international communi-
ty’s growing indifference to
Africa. The donor community was
content to hand responsibility for
what was essentially a political

problem to the aid establishment.

“With the end of the cold war.
aid has become a substitute for

foreign policy, which is both
expensive and very dangerous,"
says Ms Campbell. “Aid agencies
have become the new front of
engagement, because no one else

is interested." Under international

law, camps should have been
located at least 100km from the
border. The UNHCR repeatedly
pledged to do this, but funds were
never found. Intimidated by tbe

whether African heads of state,

doe to discuss the Zaire fighting

at a meeting in Nairobi
tomorrow, call for action by the
European Union.
Mr EmmanneOl also confirmed

Paris was considering a European
plan to opat “humanitarian
corridors" In Zaire to help masses

of refugees threatened by ethnic

fighting. Aid agencies have been

helping about lm Rwandan Hutu
refugees trapped by fighting
between the Zairean army and
ethnic Tutsi rebels backed by the
TutsHed Rwandan army.
France sent troops to halt civil

strife in Rwanda in 1994.

militiamen, the UNHCR never
dared isolate tbe extremists.

Even the notorious “military

camps”, where former soldiers

and militiamen trained for future

assaults on Rwanda, received aid.

When an exasperated Zaire

started forcing refugees on to

trucks last year, there were signs
that the extremists' hold on the
camps was weakening. But the
UNHCR cried foul, pressured the
?«»riiing to abandon the venture
and reassured the refugees of
their right to stay.

It was less critical when Zaire

earlier this year cordoned off* the

camps and started arresting ring-

leaders. But the attempt petered

away and by the time the UNHCR
met in Geneva last month to

decide how to d06e the camps, it

was too late. Rwanda it seems,
had lost patience. Kigali clearly

hopes the latest crisis will either

trigger a long-delayed mass
return, or push this troublesome
community far into Zaire, away
from its vulnerable frontier.

The international community
now wants to save more than lm
panicky Hutus trapped in east

Zaire from starvation and disease.

But a new intervention is not
i

expressly aimed at unblocking the
;

refugee logjam, and simply risks

re-establishing an unacceptable
|

status quo in a new location.

“In all likelihood the relief agen-

1

cries will simply rush in again, the '

UNHCR will once again follow its

mandate apH protect the refugees
j

and nothing will change.” said an
official from the International

j

Organisation for Migration. I

US may
block
WTO
draft
By Frances WTlfiams

In Geneva

The US has threatened to

block agreement on the

draft declaration by trade
ministers at their World
Trade Organisation meeting
in December because the

current text does not con-

tain a reference to workers'

rights.
Mr Ren&to Ruggiero, WTO

director general, told WTO
ambassadors on Saturday
that there was no consensus
among member countries to .

include wording on labour 9
standards in the declaration.

Developing countries have
bitterly opposed moves by
Washington, the European
Union and Norway to dis-

cuss the links between trade

and worker rights at the
ministerial meeting In Sing-

apore, fearing it could pave
the way for trade measures
to curb their exports.

Bat Mr Booth Gardner, US
ambassador to the WTO,
told trade diplomats that
Washington might not be
able to agree other aspects

of the declaration if labour
standards were excluded.

The stand-off seems cer-

tain to delay agreement on
the draft text beyond the
November 7 deadline that

WTO members have set

themselves and heightens
tbe risk of a North-South
political row in Singapore.

However. In a concession
to the US, the draft text of

tbe declaration includes a
commitment to negotiate an 9
accord on transparency in

government procurement
which Washington says will

help curb corruption. It also

calls for work to begin on
Investment and competition
policy, both issues poshed
strongly by the EU.
Several developing coun-

tries remain opposed to any
new subjects on future WTO
agendas. On Saturday, eight

developing countries led by
Indonesia, including India.

Malaysia and Egypt, voiced
detailed objections to the
investment proposal, which
they say is premature.

*

El Cognizant*

How decisions are made.

Launched Today

A company has been farmed to turn

information into the kind of insight

that helped Zantac 75“ and CWAT'to

succeed. How can we help you?

GARTNER GROUP I IMS INTERNATIONAL
| NIELSEN MEDIA RESEARCH

ERISCO I PILOT

t



FINANCIAL TIMES MONDAY NOVEMBER 4 1996 7

NEWS: UK
Initiative will tackle engineering skills shortage in semiconductor industry

By Chris Tighe
in Newcastle upon Tyne

US-based Applied Materials, tire
world s largest supplier of wafer
processing equipment, has
launched an initiative to tackle the
skills shortage In the UK semicon-
ductor industry.
The company is to establish a

£12m ($19-5m) European Technical
Centre in North Shields in
north-east England to train up to
300 graduates a year as equipment
engineers.
The project is a response to

intense concern among UK-based

Materials to build $19.5m centre
microchip manufacturers' over
skills shortages and consequent
fierce recruitment competition.
Unless training provision car> be

quickly improved, recently-an-
nounced semiconductor invest-
ments in south Wales and Scotland
by LG and Hyundai, both of Korea,
will greatly intensify the skill,
shortage problem, driving up sab-
ary overheads. Industry leaders
have warned this could hamper the
UK’s otherwise strong chances of
attracting more microchip plants.

"If nothing is done now, we will

'

just end up in a bidding war,1* says
Mr Rodney Griffiths, president of

Applied Materials Europe. "That
could really cripple the industry
and it would deter other people
Cram coming to the UK.”

' The Applied Materials chose to
cite its training centre in the
north-east of England ahead' of
Scotland, Germany and the Repub-
lic of Ireland. "It’s an absolutely
fundamental building block." said
Mr John Bridge, chief executive of
north-east England’s inward
investment body, the Northern
Development Company.
.. It .was also welcomed by the
National Microelectronics institute,

recently created with government

encouragement by the nine UK-
based semiconductor manufactur-
ers to provide a focus for the sec-

tor’s training, supply and research
Infrastructure.

Factors in Applied Materials'
choice of North Tyneside Included
Enterprise Zone status and proxim-
ity to Siemens new £l.lbn semicon-
ductor plant Applied is supplying
more than £40m of equipment for

the first phase of the Siemens
development
Applied’s training centre will

create around 50 jobs, including
posts for 40 service engineers,
many supporting Siemens. The

plan is to have the centre built and
ready to open for May.

It will offer classroom and
hands-on equipment training
courses lasting six months, at
around £30.000 a head. The com-
pany expects it to cement links
with present and potential custom-
ers and foster the UK semiconduc-
tor sector’s growth, to its own ben-

efit.

Applied's project Is the first

phase of a European Microelectron-

ics Institute-Centre for Advanced
Industries being built at Royal
Quays, a redevelopment of port

land once used for coal shipments.

Growth of repo market Conservative majority
sets scene for reform looks set to disappear
By Graham Bowtey,
Economics Staff

Britain's central bank, the
Bank of England, today pub-
lishes new figures showing
further rapid growth of the
new market in UK gilt repos.
The growth sets the scene

for reform of the UK’s
money markets, making it

more likely that gilt repos -
bond sale and repurchase
agreements - could be used
as a tool to control daily
money market conditions
and interest rates In the UK.
Such a move would faring

the UK into line with other
European countries and
make it easier to adopt a
repo-based system of mone-
tary policy if it were to Join
the European single cur-
rency in 1999. the scheduled
start date, or later.

-It -would also strengthen
the UK's chances of remain-
ing an important centre for

money market operations in
the European single cur-
rency area, even if the UK
stays out of monetary union.
The figures come at the

same time as a potentially
damaging split has emerged
between. International
investment banks and cen-
tral bankers over how Euro-
pean monetary policy would
be conducted in European
monetary mtinn.

'

The row revolves around
what securities would be eh-

Blg UK companies are
underestimating the implic-
tatkms of European mone-
tary union on computer
systems, says a survey pub-
lished today, Paul Taylor
writes.

The industry estimates It

could cost companies up to
£30m ($49m) to implement
necessary changes, but only
7 per cent of finance direc-

tors thought monetary
mifnw would have a great
impact on their IT systems.

gible to be used in the repo-

based system of monetary
policy expected to be used in

the single currency area
after 1999. The disagreement
means some banks could
steal a competitive inarch
over others in Emu.

Central bank officials are
working out how monetary
policy would be conducted
after 1999. The most likely

plan is that interest rate
changes would be made
through a European-wide
repo market. Under this sys-

tem, the European central
Hunk would manage liquid-

ity in the continent’s money
markets by buying or selling

bonds at a set interest rate.

'

The repo interest rate

would be allowed to move
within a corridor, along the
lines the Bundesbank carries

out monetary policy in Ger-

many.

' The European central
bank would operate in the
repo market on a regular
basis, buying and selling,

bonds with a large group of
hanha anri ttiu^I inpnt insti-

tutions to set money market
interest rates. But there
would probably be an addi-

tional core group of banks
which the central bank
could call on in times of
stress to carry out large
emergency repos.

Some countries at present
allow only government-
backed bonds to-be bought
and sold in the repo transac-
tion. But countries such as
Germany allow other high
quality private sector bonds
to be used.
European central banking

officials indicated at a meet-
ing- in Brussels last month
that high-quality non-gov-
ernment bonds may be eligi-

ble under the new system.
But one US investment

bank has complained that
thfe would give an advan-
tage to banks and institu-

tions which are used to the
German system and which
already own large amounts
of nongovernment bonds.
The Bank of England said

the gilt repo market - which
was introduced in January
this year - has grown to
about £60bn by the end of

August, with daily turnover
in gih repos of at least

£15bn.

By George Parker,
Political Correspondent

The death yesterday of an
MP in the governing Conser-
vative party reduced the
government’s majority in
the House of Commons to
only one in a House of more
than 600 members. It now
seems almost certain that
the government’s majority
in the Commons will disap-

pear early next year.
The opposition Labour

party is well placed to win
the by-election in prosper-
ous Wirral South seat in
north-west England, held
until his death by Barry
Porter. Labour also seems
certain to hold Barnsley
East, In northern England, a
seat left vacant by

.
the

recent death of the Labour
MP Mr Terry Patchett
A Labour victory in both

seats would leave the Con-
servatives In a minority
position in the Commons,
and reliant on the support
of other parties — particu-

larly the Ulster Unionists -
to remain In power. The
Ulster Unionists are the
largest pro-British party in

Northern Ireland.

Last week Mr Tony Blair,

Labour leader, told col-

leagues Mr Major would be
forced to go to the polls
before his

.
favoured date of

May Z, because of his
Khrinlring majority.

State of parties b> flie

Home of Commons
Party MPa

Conservative 323
Labour 271
Liberal Democrat 26
Ulster CMontat party S
Scottish National party 4
Walsh national party - 4 -

Social Democratic and
Labour (N Ireland) 4

Other Nl unionists A
Government majority 1
Seats vacant 2
Thu Spoakar and tw 3 dta ifl— do not

BBtrndiy vote

Mr Porter, a caustic but
well-liked MP, held his seat
with a majority of 8,183
over Labour at the last gen-
eral election. Tory officials

said February was the most
likely date for a by-election.

Some Tory Central Office
officials believe it would be
better to hold the by-elec-

tion before Christmas,
rather than giving Labour
the opportunity for a signifi-

cant propaganda victory
nearer to the general elec-

tion. Writs for by-elections

have to be moved within
three months of the death of
an MP.
Mr John Major, the prime

minister, intends to see
through the measures
included in the recent
Queen’s Speech to both
Houses of Parliament before
calling a general election,

and will be well aware that

Mr James Callaghan,
Britain's last Labour prime
minister, ran a minority
government for three years
between 1976 and 1979.
Yesterday Conservative

MPs made it clear they
intended to exploit the gov-
ernment’s small majority by
pressing ministers to adopt
a tougher line on issues on
the new “moral" agenda,
including classroom disci-

pline.

Mr James Pawsey. chair-

man of the party’s back-
bench education committee,
predicted the pressure build-
ing up behind flu* campaign
to reintroduce the cane to

Britain’s schools could force

Mr Major to rethink his
position.
Another Tory MP, Mr

David Shaw, said he would
table an amendment to the
government's education bill

calling for an enforceable
dress code for teachers. Min-
isters said neither caning
nor a dress code would be
included In the bill.

The row over caning has
been symptomatic of the
Tories' fumbling start to the
new political year.
Yesterday Mr David Mel-

lor, a former Conservative
cabinet minister, said on
GMTV that Labour had suc-

ceeded in putting the gov-
ernment on the defensive on
issues like knives, guns and
education.

WHEWK'DIgEBT

Concern over

accounting plan
The City of London is against accountancy firms forming

offshore limited liability partnerships, according to a poll

commissioned by KPMG. the only bigUK accountancy

firm opposed to the idea.

The Mori poll, which will be disclosed at a Financial

Times conference in London today, indicates that two-

thirds of top company directors would not view such a

move as acceptable. The poll follows the recent decision

by Jersey’s parliament, the states, to approve controver-

sial legislation allowing UK accountancy firms to register

on the island as limited liability partnerships.

Firms such as Price Waterhouse and Ernst & Young are

looking at the move which would protect the personal
assets of partners from legal actions against fellow part-

ners. But KPMG has already taken a different route for

Ijipitir^g liability by incorporating its audit arm.

Jersey, the largest of the Channel Islands between
England and France, makes its own finance laws aud is

outside the jurisdiction of the UK parliament even though
Queen Elizabeth is its head of statB. David M'igfuon

SCIENCE

Warning over nanotechnology
Nanotechnology - engineering on an ultra-small scale -

is being "left behind" as a priority area for UK govern-
ment support, the Parliamentary Office nf Science and
Technology (Post) warns today.
"Meanwhile, other nations (such as the US and Japan]

have identified nanotechnology ns a critical tcclinology

underpinning advances across many market sectors." the

report says. Post is an office of the two houses of Parlia-

ment, charged with providing independent advice to MPs
aud lords on issues involving science and technology.

Nanotechnology deals with science and engineering on
scales of less than one-10 ,000th of a millimetre.

Cl/lV Caakstm

NORTHERN IRELAND

Court hears of bombing at army base
A man appeared in court on Saturday charged over the

bombing of the British Army's Northern Ireland head-
quarters by the Irish Republican Army.
Mr Michael Gerard Rogan, 36, a kitchen designer from

north Belfast. Is accused that between June 3 and October
8 he unlawfully and maliciously conspired together with a
person or persons unknown to cause an explosion likely

to endanger life or cause serious Injury.

A soldier died after the attack at Thiepvoi Barracks on
October 7. More than 30 other people, many of them civil-

ians, were injured. PA INVu's

AGRICULTURE

Ministers confident on cattle cull
British ministers are confident that the backlog of cattle

on farms awaiting slaughter under the so-called "30-

months” cull will be cleared by Christmas, clearing the
way for a possible new cull aimed at easing the ban on
British beef exports.
Mr Douglas Hogg, agriculture minister, was relieved

last week to discover that the size of the backlog may not
be as great as previously thought Previous Ministry of

Agriculture estimates put the size of the backlog as high
as 400,000, but senior officials say the registration scheme
has shown that the true figure is "significantly lower”.

George Parker



8

THIS WEEK
FINANCIAL. TIMES MONDAY NOVEMBER 4 1996

Russia’s statistics fail to add up
DATELINE

T here may be lies,

damned lies, and statis-

tics. as Benjamin Dis-
raeli once observed. But

there is an argument that Rus-
sian economic data should consti-

tute a fourth category all by
themselves.

In Soviet times. Moscow's cen-
tral planners were so baffled by
their own numbers that they
reputedly used the CIA's public-

ly-available “green books” on the
Russian economy to analyse
what was happening.
Looking at some Russian sta-

tistics today, this comes as little

surprise. As late as 1993. two
western economists, Brigitte
Granville and Judith Shapiro,
were surprised to discover that
no-one had died that February -

officially, at least.

Soviet central planners created
an Alice in Wonderland world in
which there were massive incen-
tives to over-report production
figures to win medals in Moscow
and back Nikita Khrushchev’s
claim that communism would
bury capitalism.

The trouble now is that Rus-
sian managers do exactly the
opposite, under-reporting their
output to hoodwink the taxman -
or the mafia

Official statistics show that the
Russian economy has halved
since 1991, compared with a Si
per cent decline in the US econ-
omy at the time of the Great
Depression.

In 1994. Russia’s gross domestic
product was officially estimated
at $277_2bn - smaller than the
economy of the Netherlands and
even the US’s annual defence
budget during President Ronald
Reagan's most gung-ho years.
Such figures, however, sit

oddly with the impressions
gained from strolling around the
streets of Russia’s big cities,

where signs of a booming con-
sumer society assail the eye at
every turn. Russia's tin-shed
kiosks have been transformed

Moscow:
Impressions gained

from strolling

around the big
cities of the former
Soviet Union clash
with the official

data, writes
John Thornhill

into luxurious emporia selling
everything from giant cuddly
toys to fine French champagnes.
Waves of marauding Mercedes
cars roll along Moscow’s eight-

lane highways.
The data collected by western

consumer products companies,

employing leggy blondes to lore

passers-by Into disclosing their

Intimate financial secrets, paints

a picture of a vibrant, and fast-

growing, middle class with a high
level of discretionary spending.
The theory of trickle-down eco-

nomica may have been vindi-

cated at last
To be fair, Russia's State Statis-

tics Committee has been making
valiant efforts to Improve the
Quality of its data and capture
more of this grey market activity.

One of its most useful publica-
tions has been a 469-page com-
pendium comparing Russia's
vital statistics with those of other
countries ftuu around the globe.

It provides a fascinating snapshot
of how much in Russia has
changed in the past four years -
and how much has not
True to Soviet tradition, the

statisticians highlight data on
such worthy subjects as potato

production, an activity in which
one would still espect Russia to
dominate the world. With a
grand total of 33.8m tonnes a
year, it Is to say the least surpris-

ing that Russia evidently comes
second to rice-eating China in
terms of potato output.

Mr Sergei Aleksashenko, dep-

uty governor of the Central Bank
who has been one of leading pro-
ponents of Russia’s market
reforms, says he looks at infor-

mal indicators such as booming
housebuilding activity and
steady electricity consumption to
feel the economy’s pulse.

“The state statistics committee
has not changed its methodology
and it is often very difficult to
tell what is going on in the real

economy," be says. “My assump-
tion is that household consump-
tion is increasing which cannot
be reconciled with declining pro-
duction.”

The rise of Russia’s middle
rlaRi is well documented, if in an

oblique way. Since 1985, the aver-

age size of newly-built apart-

ments increased by almost

one-fifth while the number of

tripphnnes has grown by more
than 44 per cent.

The number of Russians who
travelled abroad in 1995 sky-rock-

eted to 8.4m - the most popular

tourist destinations, outside the

former Soviet Union, being Tur-

key, Finland, anH Greece. Some
538,000 Ruagtan “tourists" flocked

to Turkey last year - as is evi-

dent from the many Cyrillic signs

in Istanbul shop windows and the

locals’ new habit of referring to

prostitutes as Natashas.

But the darker side of Russia's

transformation is also captured

by the statisticians. The number
of unemployed bad climbed to

5.5m by 1994 and has been
steadily climbing ever since. Offi-

cially, of course, there was no
unemployment during Soviet

times.
The stresses caused by job Inse-

curity. combined with a diet of

fatty sausage, cheap vodka and
cigarettes, and a crumbling pub-

lic health system appear to have
taken a terrible toll on the Rus-

sian male.

One of the most horrifying sta-

tistics is the short life expectancy

for Russian men, who can now
espect on average to live no more
than 58 years. That is lower than

in any of the other 59 countries

surveyed, including several third

world countries.

Even Russia's cattle appear to

have been feeling the strain of

economic transition with the

annual yield of milk per cow
down by 28 per cent since 1990.

The overall impression to be

gained from such statistics is of a

country undergoing bewildering,

convulsive, and at times contra-

dictory. change.
Maybe Russia's much-maligned

statisticians have got it right

after all.

The Monday Profile: Dhanin Chearavanont, CP Group

Good on faces, not numbers

Not just another overseas Chinese patriarch: Dhanin Chearavanont

H e is the 12th richest

man in Asia and
chairman of the single
largest foreign inves-

tor In China, where his company
has Business Registration Certifi-

cate No 0001. Yet Dhanin Cheara-
vanont. head of Thailand's CP
Group, is not a traditional num-
bers man.
Annual revenue from the more

than 250 companies in the CP
mosaic? It might be about $7bn
(£4.4bn) but Dhanin says he
doesn’t know. Number of employ-
ees drawing a CP pay-cheque?
Guesstimates vary from 80.000 to
100,000. The share price of any of
the 15 CP Group companies,
ranging from agribusiness to tele-

communications to motorcycle
assembly, listed on stock markets
in eight countries? The least of

his concerns.
“We don't have a policy of

pushing up our share price,” says
Thanakorn Seriburl, who has no
numeric position in the CP hier-

archy but is important enough to
oversee all the company’s invest-

ments in China. “If people want
to buy our shares, they should
buy for the long-term.”
How long is long-term? In

Dhanin's view, indefinitely long.

Profits at CP Group are not the
ultimate goal but a tool for some-
thing more ambitious: building
an empire In the biggest country
in the world. All earnings from
Chinese operations are rein-

vested in Gbina, CP has so much
currency revolving around the
country - almost $2.5bn has been
invested so far - that it has
opened its own commercial bank,
Shanghai-headquartered TM
International Bank, the first for-

eign-owned bank with its head
office in China.
“China is a very old country,"

says Dhanin. 57. “It will be here
for a long time. So will we."

Actually. Dhanin has always
been around China. Born in
Bangkok to southern Chinese
immigrants, at the age of 10 he
was sent back to Shantou for sec-

ondary school and then on to
commercial school in Hong Kong.
By the time he returned to Bang-

kok seven years later, his father
and uncle were running the city’s

most successful seed store and
his older brother had opened
Thailand’s first chicken feed mill.

At 25 he was already running
the company, his talent for sur-

rounding himself with capable
people having helped convince
older relatives to get out of the
way. CA devoted follower of fertg

shut and a specialist in ngo heng,

or “face reading”, Dhanin once
hired a senior assistant in an ele-

vator, saying he could tell she
would be a success because her
face gave off intelligent energy).

A 1970 joint-venture in chicken
breeding with Arbor Acres of the

US sowed the seeds of the CP
empire. CP now does everything
from research on new variations

of chicken feed and manufactur-

ing refrigerated lorries to trans-

porting processed chicken meat.
When aquaculture took south-
east Asia by storm in the early

1980s, similar vertical integration
made CP the world's largest pro-

ducer of processed shrimp.
Beyond agribusiness, the

empire has grown by duplicating

that first joint-venture formula of
combining western know-how
with Dhanin’s knack for putting
the right people in the right
place. CP runs Makro and
7-Eleven stores in Thailand, has
petrochemical joint-ventures
with Solvay of Belgium and Wiik
& Hoegland of Finland, is China's
largest producer of motorcycles
in joint ventures with state-

owned companies, works with
Honda in autoparts, has an inter-

est in China’s Apstar satellite

business and install**! 2.6m tele-

phone bnes in Bangkok together
with Nynex of the US.
“People like working with us

because we always treat our
joint-venture partners as real
partners, sharing the benefits,"
says Dhanin, whose hobbies of
pigeon raising - colleagues say
he can even tell a bird’s tempera-
ment by looking at its face - and
classical Chinese opera are con-
sidered eccentric by most Thais
but play well in China.
Dhanin waVcm a point of culti-

vating relationships with authori-
ties. He is seen as often at the
side of the Thai prime minister of
the day as he is with Chinese
premier Li Peng. He advised the
Chinese government during the
Hong Kong negotiations with the
British and is Thailand's largest
donor to royal-sponsored develop-

ment projects. CP funds many of
Thailand’s political parties and in
the US has a joint-venture con-

sulting company. Interlink, with
Neil Bush, son of former US pres-

ident (and farmer US Ambassa-
dor to China) George Bush.
Many have stereotyped Dhanin

as just another overseas Chinese
patriarch, given the diverse and
unfocused nature of the conglom-
erate, his rnginaas with govern-
ments and the topdown strategic
thinking. Even some of his
employees do.

The company is unique In the
region in its spending on R&D.
particularly in biotechnology. On
the human resource side, new
employees have six months of
paid training before starting.

Every manager, no matter what
their far-flnng geographic loca-

tion, returns to Thailand periodi-

cally for skills development
workshops.
So while Dhanin may set over-

all strategic direction, he feels

confident enough with his people
not to meddle. And apart from
Sumet, family members are con-
spicuous by their absence from
CP management. As Dhanin says
of his empire: “CP is a family, not
a family-run business."

Ted Bardacke
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Watching the US elections
How does America elect a
president?
It’s the electoral college, stupid,

not the popular vote. There are
538 members, allocated accord-
ing to state size, which means
270 needed to win. Keep that
number in mind. Only once
(1876) has a candidate got fewer
public votes than his opponent
but carried the electoral college.

Bill Clinton's target, to claim a
mandate, is 50 per cent of the
popular vote, up from 43 per
cent in 1992.

You mean there are electoral

colleges for Congress too?
No, it’s the popular vote,
dummy. All 435 House seats are
up for two-year terms, along
with a third of the six-year term
Senate (34 this year). Magic
numbers in this election for the
Democrats to regain, control
from Republicans are net gains
of 19 in the House and three in
the Senate - assigning vice-pres-

ident A1 Gore is re-elected and
able to cast tie-breaking votes.

Eleven states elect a governor.

When do we get the first

results?
Unless you are in Asia, before

you wake up on election day.

The honour belongs to Dixvflle

Notch. New Hampshire, a ham-
let of 30-odd souls next to the
Canadian bonier, which counts
its vote just after midnight local

time. Not a good predictor,
though, since it been reli-

ably Republican.

How abont the first state
results?

State polls broadly close in
hourly waves, according to the
country's four time zones. Seven
east coast states close as early
as 7pm local time, most at 8pm-

Won’t TV exit polls give the
game away early?

Ye6, no, and maybe. The net-

works have agreed not to call

the outcome in any state until

its polls have closed- But their
exit surveys will infuse their
early evening national news-

casts. If the conclusions are that

the economy and education were
dominant issues, that bodes well

for Clinton: if character and eth-

ical questions surrounding the
president loom exceptionally
large, then Bob Dole and, possi-

bly. Ross Perot may do better
than expected. A give-away is

bow the women's vote splits. If

the distaff edge to Clinton is 20
points in the exit polls, it is

over. And if early results and
exit polls point heavily in one
direction, the temptation to call

the whole election may be irre-

sistible.

Which of the early reporting
states matter?
New Hampshire could be a
disaster for the Republicans,
where they could lose a senator,

both congressmen and the gov-

ernor, mostly for local reasons.

Elsewhere, on down to Mary-
land, looks like a Clinton sweep,

but of much under 20
points in New York and Massa-
chusetts might be a worrying
sign for him.

What about John Kerry against

BQl Weld in Massachusetts?
Classy race, good candidates,
but separate from national or
regional trends. Could be a long
night's count for the Democratic
senator and the Republican gov-
ernor. Ditto New Jersey for Bill

Bradley's Democratic senate
seat, though Bob Toricelli (D)
and Dick Zimmer (R) have been
as dirty as they come.

There are southern states on the
east coast. What about them?
Mixed bag. If Clinton takes Vir-

ginia he’ll be the first Democrat
to do so since 1964. if Dole loses

Florida. Republican for 20 years,

then it’s doubly over. Otherwise
not bad territory for Republi-
cans locally. The Carotinas
should send Jesse Helms (aged
75) and Strom Thurmond (93)

back to the Senate and Republi-
cans should pick op Senate seats

in Alabama, and conceivably
Georgia. Speaker Newt Gingrich
should defeat a cookie manufac-

turer in the Atlanta suburbs.

Next time zone please?

It really could be definitively all

over if Clinton caps an eastern

sweep with one in the industrial

midwest (Illinois, Ohio. Michi-

gan especially) plus a handful of

others, like bis native Arkansas
and Louisiana. A1 Gore's Ten-

nessee might be lost, though,
and Texas leans to Dole. Lots of

tight Senate and House races,

arinwgh to swing the balance in

Congress.

Can we go to bed now?
Not if you tike Bob Dole,

because the next band of states

is more his turf, especially up in

the northern prairies and bits of

the Rockies. Unfortunately most
of them have more cattle than
people and therefore few votes

in the electoral college. One to

watch is Arizona, Republican
since 1948 but now improbably
leaning to Clinton. Also, some
very rightwing Republicans
(Wyoming, Idaho, even Colo-

rado) may prove too tougb even
for cowboy country.

Isn’t this the time for a conces-

sion?
Absolutely not. That's what
Jimmy Carter did in 1980 before

the polls in California and the

rest of the west closed, probably
costing the Democrats some con-

gressional seats (people went
home after work rather than
voting.) If the outcome is still In !

doubt, California (54 electoral
|

college votes) should clinch it. i

Control of Congress could also

rest on the west where Demo-
crats hope for 10 plus gains In
the House. Washington could
elect the country's first Asian.
American governor, Gary Locke.

Where will Bill *n' Bob be?
The president plans to be back
home in Arkansas. Dole's cam-
paign plane may still be trying

to land somewhere, maybe Kan-
sas. Washington or Florida.

Jurek Martm

Bankgesellschaft Berlin

REAL-TIME INTERIM RESULTS
on the Internet

Bankgesellschaft Berlin will publish

the Group’s 9-month results on the Internet:

Wednesday, November 6, 1996
9:50 a.m. CET

Internet:

httpSAvww.bankgesellschaft.de
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And don’t forget to add your cheque to

fund more Macmillan Nurses to help

1,000,000 people living with cancer.

(1 in 3 of us will gee cancer)

Cheque amount made out to ‘CRMF (F3)’

Please send it to:

CRMF FREEPOST LONDON SW3 3BR

fHacmillan^ W AFMAl
Cancer Relief Macmillan Fund exists to support

people with cancer and their families,

ftcjtd. Charity Na J6J0J7

It is the time honoured pattern
for progress in the European
Union to be tempered by set-

backs. Viewed from Bonn, this

certainly seems to be the case
with economic and monetary
union-
in recent weeks, the Bundes-

bank has signalled a more flexi-

ble approach to the way that the
future European central bank
should implement monetary pol-

icy’ in the euro area. The German
finance ministry is increasingly
unhappy at the slow progress
being made towards its goal of a
stability pact to control fiscal

deficits among future Emu mem-
ber states.

The thaw on monetary policy
has come from an unexpected
quarter: Otmar Issing. the Bund-
esbank's chief economist and
one of the “hardliners" tn its

decision-making central council.

After long propagating the idea
that the ECB’s interest rate deci-
sions should be based on Bund-
esbank experience and linked to

a money supply target. Issing
now admits there are virtues in

the UK and Scandinavian
approaches of setting monetary
policy in line with an inflation
target
The scale of his conversion

should not be overstated. Issing
has not accepted that policy
should be based on an inflation

target like that published by the
Bank of England. But in a
speech in Luxembourg last

month he indicated that the dif-

ferences that have hindered
agreement on monetary policy in
the euro area may be subsiding.

He said: “A middle way. worthy

Peter Norman • Economics Notebook

Germany crawls toward Emu
Doubts that the Maastricht criteria will be met seem to be growing

Otmar Issing, left, and Jfirgen Stark

of consideration, could be to aug-
ment monetary targeting with
an inflation forecast."

That idea was developed fur-

ther last week in the autumn
report of Germany’s six leading
economic institutes. They said
there may be teething troubles
in the early days of Emu and
that the European central bank
should look at other Indicators,
Including such forward looking
guides as Interest rates and
futures, when formulating mone-
tary policy.

In practical terms, this would
be good newB because interest
rates In the euro area would be
less likely to be subject to the
vagaries of an unproven Euro-
pean monetary aggregate.
The shift partly reflects the

problems of M3, the broad
money indicator which the Ger-
man central bank uses as a mon-
etary target Issing has admitted
that in the case of the Bundes-
bank “the annual target has
been missed every other year".
There is a growing awareness

in Frankfurt that monetary tar-

geting has been made difficult
through innovation in financial
markets and new developments
in payments systems such as
“electronic money”.
Differences about monetary

policy remain. The Bundesbank
and Bank of England are still at
odds over the access of banks
from outside the future euro
area to the intraday liquidity
and overnight credits to be pro-
vided through the "Target" real-
time gross settlement payments
system. The two aides also differ

on whether the ECB should have

the power to require minimum
reserve deposits from banks in
stage three of Emu.
These Issues are less signifi-

cant for the future of Emu than
the uncertainty surrounding the
ability of Germany and France
to meet the Maastricht conver-
gence criteria which aim to limit
government deficits to 3 per cent
of gross domestic product and
overall debt to 60 per cent of
GDP. Another problem is the
growing grumpiness in Germany
about slow progress towards the
stability pact, a key part of the
Bonn government’s campaign to
gain acceptance for replacement
of the D-Mark by the euro.
Doubts about Germany's abil-

ity to qualify for Emu surfaced
in last week's forecasts from the
six institutes that Germany
would fail to meet both the defi-

cit and debt criteria for Emu
next year. Their report also
expressed disenchantment with
the way Bonn’s proposals for a
stability pact to limit fiscal defi-

cits in Emu have been diluted by
the European Commission.
While the Bonn finance minis-

try has rejected the institutes'
debt and deficit predictions. It

shares their concern about the
stability pact. In an interview
with the newspaper B&ndelsblatt
last week, JOrgen Stark, the
finance ministry state secretary
and chief international monetary
negotiator, criticised the com-
mission for failing to provide
precise rules on excessive defi-
cits in its proposals. He
demanded further negotiations
to overturn its idea of a ceiling
of 0.5 per cent of GDP on the
fines that would be imposed on

delinquent Emu members with
excessive deficits.

Stark warned that Bonn would
cease to cooperate in preparing
a stability pact for the euro area
if its sanctions were watered
down. Instead. Germany would
wait until the first wave of Emu
nations had been chosen in early
1998 aDd seek a separate stability

treaty with them.
The implications of such a

threat are unclear. But progress
has been slow since the stability

pact was first proposed a year
ago by Theo Waigel, Bonn’s
finance minister. Deferring nego-
tiation until early 1998 could
force a delay in the planned start
of Emu on January l, 1999.
The threat and the possible

consequences are a reminder of
the pressures on Bonn as it

pushes ahead with Emu. Chan-
cellor Helmut Kohl is committed
to Emu and his vision of embed-
ding Germany in a more inte-
grated EU. He can only do thic if

he makes the sacrifice of the
D-Mark palatable to Germany's
voters, its parliament and the
constitutional court in Karls-

me court nave set strict lie
on Bonn’s ability to interpret
Maastricht criteria flexibly.
For the time being, the B<

government is sticking to
mantra that Germany, n
France, will meet the Maastri
criteria and be able to lain
Emu as planned 26 months ft

now. But Stalk's warning of i

co-operation on the stability p
may be a sign that escape rot
are being explored in case
challenge proves too meat.
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Triumph
to raise

DM100m
for more
purchases

. by Daniel Bogler

Germany's Triumph-Adler Is
planning to raise DMioom
(S66m) through a one-for-
fonr capital increase thic
month to hdp finance up to
DM500m of acquisitions as
part of its strategy of buy-
ing and consolidating Mit-
telstand companies - the
small private businesses at
the heart of Germany's eco-
nomic success.

Still best known for mak-
ing typewriters, Trlmnph-
Adler has turned itself into
a diversified holding com-
pany after a change of strat-
egy in 1994 when Mr Rai-
unmd KOnig, tiw >ih«trmfl ]] l

and bis colleagues bought
Triumph-Adler from Olivetti
and injected their private
industrial management com-
pany into it.

Trlumph-Adler made
losses of more than DM700m
in the late 1980s and early
1990s as demand for type-
writers suffered from the
rise of personal computers.
Mr EOnig and Us team,

all former management con-
sultants at Bain & Co,
brought the company back
to profit and made several
acquisitions, including Ideal
Loishrs, France's laigest toy-
maker!
Trlumph-Adler consists of.

four divisions under a cen-
tral holding company. It is

Germany’s leading photo-
copier dealer, the second
biggest toy company in
Europe and has specialised
businesses in healthcareand
construction. Although the
group is still Germany's
largest typewriter nuradte- •

torfcr, this ntfeer up leas

than 5 per cent of turnover.
Having tinned the group

abound and seen the shares
more than doable in the
past two years, the new
management is keen to
expand. Mr Kdnig said he
had Identified DM500m of
purchases for existing divi-

sions and was not averse to

adding a new business area.

The group focuses on stable

bat fragmented markets
where it can gain a signifi-

cant share, rather than par-

ticular products or services.

He said: “Our strategy for

success is based on linking

the Impressive competitive-

ness of the Mittelstand with

the professional manage-
ment- and financial strength

of the holding.”

The fundraising will

Increase the marketability

of Trfumpb-Adler’s shares.

At present, 30 per cent are

held by management 25 per

cent by Westdeutsche Lan-

desbank and most of the

rest by private investors

which have backed Mr
KOnig before.

Trlumph-Adler has
appointed NatWest Markets

to help it raise the funds

and introduce it to interna-

tional Investors. If this issue

is successful, a much larger

capital increase will follow

next year.

Observer, Page 17;

Lex. Page 18

Ciba wins tax-free demerger deal
Chemicals group secures Swiss concession

By Jenny Lueaby

Ciba. the Swiss drugs and
chemicals company, has secured a
tax-free deal for the spin-off of its

chemicals business with annual
sales of $5Jbn.
The deal, the first of its kind in

Switzerland, contrasts with the
arrangements for the spin-off last
year of daziant. the $X.7bn chemi-
cals business of Sandoz.
Early next year, Ciba and Sandoz

will merge their pharmaceutical
businesses to form the world's
second largest drugs company.
Novartis. Sandoz is the dominant
partner in this arrangement.

In secret talks with the tax
authorities, Ciba has managed to

-secure a tax-free deal on its chemi-
cals business that eluded its pro-
spective partner.

Sandoz has refused to reveal how
much tax was Incurred as a result
of the Clariant spin-off.

However, the launch of the Ciba
speciality chemicals business will
not generate corporate tax for the
remainder of the Ciba group. -Nor
will shareholders Incur private
income tax or stamp duty

on their chemical shares.
' The deal rests on the definition

of thespin-off as a demerger rather
than an initial public offering
(IPO).

Mr Rolf Meyer, who has been
appointed chairman of the special-

ity chemicals business, said that
under the deal Ciba would be
required to distribute shares in the
new company to existing Ciba
shareholders.
In practice, the demerger will be

via a rights issue, with sharehold-

ers paying only the nominal value
of the shares. ‘This is not a distri-

bution or a dividend, but simply a
share split,” the company said.
This tax-free arrangement was “a

first at city, canton, state and fed-

eral level," said Mr Meyer.
“We had been told it would be

very difficult to get a tax-free
spin-off, but .we found a receptive
ear,” he said.

“The alternative would have
been to sell the business in pieces,

which would not have benefited

the country’s future tax base.
“This way. the chemicals busi-

ness will go forward as a large
Swiss entity."

The tax deal will also confer a
degree of protection. A change in

ownership or control of the com-
pany during the next five years
would trigger the tax
payments.
The definition of what consti-

tutes a change of control has been
set quite low, at around 30 per
cent," said Mr Meyer. This also
applies to disposals. “Selling a very
significant proportion of the busi-
ness would also trigger the tax,” be
said.

Deutsche Telekom calls its

investment bankers to heel
Nicholas Denton on a row over pricing biggest public offering

S
o the world’s biggest
public offering - the
DMlSbn ($9.90bn) par-

tial privatisation of Deutsche
Telekom - has had a row to
match. It appears that a
meeting on Monday Septem-
ber so between the German
telecoms company and its

Investment banks to discuss
the pricing of .the issue
Mramn adash of the titans.'

Mr Ron Sommer, the Tele-

kom chief executive lured
from Sony Europe to shake
up the state-owned company,
had summOnedtbe invest-

ment bankers 'after their
analysts doubted the com-
pany could achieve the price

it was seeking.

Mr Joachim Krfiske, the
finance director who chaired
the privatisation steering
committee, had said two
years before that Telekom
would command DM80 a
share.- But Deutsche Rank
and Goldman Sadis, two of
the global coordinators of
the issue, appeared to be
shading down the price by
arguing for. a range of DM20-
DM80.
The German instinct was

to resolve the matter at the
highest level Many of the
bankers ware due to attend
the annual meeting of the
World Bank in Washington
DC that day, but Telekom
made it dear the deal was at
stake and their attendance
was required at noon at its

headquarters in Bonn.
From Deutsche Bank,

which spoke for the three
banks acting isj global co-

ordinators, came Mr Ronaldo
Schmitz, Who had driven its

expansion Into Investment
banking. Dresdner Bank,
leader of the domestic part
of the issue, sent Mr Han-
georg Hofmann, deputy
chairman of its Eleihwort
Benson investment banking
arm.
But the most formidable of

the bankers was Mr Eric
Dobkin, who, as partner in
charge of equity capital mar-
kets at the US's Goldman
Sachs, sometimes claimed he
had been Involved in more
privatisations than anyone.
When Mr KrOske of Tele-

kom insisted on a range of

DM25-DM30, Mr Schmitz and
Mr Hoffman tacked with the

wind. However, during the
nine-hour meeting, Mr Dob-

kin stood his ground and
insisted the consortium test
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the market before it nar-
rowed the range.
Mr KrOske was not accus-

tomed to being contradicted.

Telekom also felt, some
advisers say, that the role of
the bankers was to represent
the company’s views to the
market, not the market’s to

the company.
By October 19, the banks

agreed the DM25-DM30
range, and demand appears
healthy at those levels. Tele-

kom and Goldman say
their relationship is good.
But Mr KrOske, who, accord-

ing to advisers, felt patron-

ised by Goldman, still hints

at the clash of styles:

“Everybody has to take
account of different cultures

and different levels of know-
ledge about IPOs [initial

public offerings],” he says.

“All people at the top of
their profession have a cer-

tain lrfnii of arrogance.”
Clashes between clients

and investment hanka dur-

ing large privatisations are
par for the course. Deutsche
Bank angered its fellow
banks when. In making its

research available early, it

appeared to snatch an un-
fair advantage in selling

Telekom stodk to- investors.

Other privatisations have
been far more fractious: PT
Telkom of Indonesia and the
four international invest-
ment banks which led its

unwieldy consortium squab-
bled incessantly. However,
Deutsche Telekom has been
unique in seireral respects.

F irst, investors' views
vary more than usual
German -retail inves-

tors, more familiar with
.bonds than equity, have
tended to focus on the high
forecast dividend yield of the
shares, which paints to a
price well above DM25.

International fund manag-
ers such as the US’s Fidelity

tend to judge Telekom "pri-

marily by the ratio of its

-enterprise value to forecast

earnings before interest, tax,

depreciation and amortisa-
tion (EBITDA). That method
shows that, even at DM20, it

would trade at a premium.
Second, Telekom has been

a particularly assertive cli-

.

ent. The privatisation pro-
ceeds will help pay down
Telekom’s debts rather -than

going to the government, so
the company has generally

taken the lead. Unusually,
the three global coordina-
tors have no permanent rep-

resentation on Mr KrOske's
steering committee.
Third, on such a high-

profile deal, Investment
banks can win or lose their

reputations. The success of

the issue will define the cre-

dentials of the international

investment banking opera-
tion Deutsche Bank is build-

ing. For Goldman, which
most of its rivals seek to
emulate, it is more a matter
of confirming its position as
the leading house for inter-

national equity issues and
showing that it has “passed
German engineering stan-
dards”.

The reaction of Investors

during Telekom's interna-
tional roadshow, which this

week moves to the US, indi-

cates the issue will be over-

subscribed at DM25-DM30 a
share. For Goldman, that is

a slightly mixed blessing.
Such success is bound to pol-

ish the reputation of the
investment banks. But Mr
KrOske. who all along
pushed for a price of DM30,
will be tempted to say: T
told you so.” .

Microsoft to outline plan

to cut companies’ PC bills
By Paul Taylor

Mr Bill Gates, chairman of

Microsoft, will today outline

moves by the US software

group to reduce the costs of
corporate desktop computing
and encourage companies to

adopt Internet technology
for use on their internal

networks.
Mr Gates, in Britain to

talk to schoolchildren, politi-

cians and the badness com-
munity, acknowledged* that
the cost of ownership of
personal computers was too

high. Gartner Group, the US-
based market research firm,

has suggested that PCs can
cost as much as $7,000 a year
to run.

Yesterday, the Microsoft
chairman dismissed sugges-
tions from some rivals that
the answer was to build low-
cost, stripped-down PCs.

Companies; including Sun
Microsystems, the US com-
puter group, and Oracle, the

database vendor, have pro-

posed reducing costs by
building so-called “thin cli-

. ants”, or network computers,
that would rely on networks
and servers for much of
their computing power.
Mr Gates said he believed

that companies would be
unwilling to sacrifice the

personal control and flexibil-

ity of PCs, which were
important productivity tools.

Bringing down the initial

cost of a computing device

was only part of the solu-

tion.

Microsoft would focus
Instead on reducing the

management and support
costs related to corporate
PCs by automating software

updates and providing new
tools for network managers

— its “zero administration
initiative". -

Last week, Microsoft and
Intel, the US cbipmaker. also
unveilled plans for a NetPC,
described by Mr Gates as ful-

filling “the needs of users
who do not require the flexi-

bility and expandability of
the traditional PC”.

Mr Gates accused Sun and
other companies advocating
network PCs of “shifting

massive costs up to the
server”. People wanted the
responsiveness and flexibil-

ity on the desktop. “We are

only moving the administra-

tion up to the server - not
the applications.” he said.

Today, Mr Gats meets Mr
John Major, the British

prime minister, andMr Tony
Blair, leader .of the opposi-

tion. He said he expected to
talk about a range of tech-

nology issues.
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Two Swedish
exchanges in

talks on link
By Hugh Camegy
in Stockholm

The Stockholm Stock.
Exchange and OM, the Swed-
ish derivatives exchange
operator, announced yester-

day they were discussing
ways of co-operating -

including a possible merger.

“We are not excluding
anything - not even a
merger,”, said Mr Per Lar-

.

sson, chief executive of OM;
the biggest shareholder In
the Stockholm Stock
Exchange with a 21 per cent
stake.

The two organisations,
which are both listed compa-
nies, have been pioneers of

electronic trading and
remote exchange member-
ship in a campaign to
remain the chief channels
for. trading in Swedish
equity and derivatives, in
spite of the removal of inter-

national trading barriers.

But with deregulation con-
tinuing and the prospect ofa
common European currency
from 1999, the two are anx-
ious to keep a competitive
edge. “We are both quite
competitive today, but we
have to become more com-
petitive and to see the bor-

derless markets as an oppor-
tunity. not a trap,” said Mr
Larsson.
The two markets, which

have many members in com-
mon but different operating
systems, said they began
talks several months ago.
They do not directly com-
pete in the instruments they

trade and so offer comple-
mentary services.

: They are discussing tech-

nical co-operation in areas
such as integrating their
order, book systems, as well
as what they called “differ-

ent marketplace matters”.
“Our vision is to see if there
are ways for us to combine
and co-ordinate to give our
common members a full
product range and to save
money for us and our mem-
bers.” Mr Larsson said.

OM, which was founded in
1985 and operates the OMLX
exchange in London, has
made no secret of its ambi-
tion to became what Mr Lar-
sson calls “a universal
marketplace” for Nordic
securities, not just Swedish
Instruments.

It has .forged
.
links with

the Oslo bourse, the Finnish
options exchange and is

operating the Norwe-
glan/Swedish electricity
exchange. OM plans to open
a market for trading wood
pulp futures and options in
London early next year.
The bourse, meanwhile,

has expanded rapidly since
deregulation in the late
1980s. It has benefited from a
surge of foreign investment
in Swedish equities, manag-
ing to retain the bulk of
trading in Sweden’s big
international stocks despite

the listing of many of those
companies in New York or
London.
The two sides said they

intended to conclude their
talks by the end of the year.

Indus

Indus, the Gemum
holding company that
specialises In buying

faptly-ini fi

preparing to spend up to
OMl.5hn (S989m) on
further acquisitions in the
next decade.
Page 21
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NFC considers MBO option for Lynx
By Motoko Rich

NFC, the transport and
logistics group, is consider-
ing an auction of Lynx, its

express parcels business, to
a financial buyer who would
back a management buy-out
NFC is understood to be

talking to a number of banks
and venture capitalists who
might be interested in buy-
ing the business, which is

considered non-core to the
group.
NFC declined to comment

on whether the business -

which only returned to prof-

itability after several years

of losses last year - was for

sale.

Earlier this year. Mr Gerry
Murphy, who was appointed
chief executive in June 1995,

said Lynx was not for sale.

"We do not have to rush

Cadcentre to

speed growth
through listing
By Andrew Baxter

Cadcentre Group, a former
UK government research
establishment forged in the
“white heat” of the 1960s
technological revolution, is

to go public in the next few
weeks, raising about £7m.
The Cambridge-based com-

pany. which employs nearly
200. is one of the world's
leading suppliers of
three-dimensional computer-
aided design software for
engineering projects such as
offshore oil rigs, power sta-

tions and chemical plants.

According to an announce-
ment today, it will seek a
full listing on the London
Stock Exchange “within the
next month or so".

Market capitalisation at
the issue price, which has
not yet been announced, is

expected to exceed £30m.
Albert E Sharp has been
appointed as sponsor and
stockbroker.
Cadcentre was founded in

1967 with a charter to
Improve the performance of
British industry by applying
advanced computer tech-
niques to engineering

design. It was privatised In
1983. and in 1994 was the
subject of a £7m-plus man-
agement buy-out backed by
3i, the investment group,
and Cambridge University.
Flotation will enable Cad-

centre to build on its growth
record and accelerate the
pace of international expan-
sion. said Mr Crispin Gray,
chief executive.
“Being fully listed will

enhance our credibility in a
market place where most or
our customers are multina-
tional blue chip organisa-
tions,” he said.

The flotation will also
enable 3i, which owns 38 per
cent, and the university (13

per cent split between the
university itself. Trinity and
St John's colleges) to realise

a part of their holdings.

The board have 43 per
cent, and staff and others
the balance.
Turnover rose about 20 per

cent to £14Jhn In the year to

March 31. and pre-tax profits

were £1.7m - up sharply
from £556,000 in 1994/5 when
non-recurring costs of the
buy-out and other factors
depressed the result.

headlong into a forced dis-

posal programme. Our bal-

ance sheet is strong.” he
said.

However, the group is

believed to have identified

the business, which can
deliver parcels overnight
within the UK and continen-
tal Europe, as a target for

disposal as it does not fulfil

a key element in its logistics

strategy.

Gene
therapy
group to

raise £5m
By Justin Marozzi

Oxford BioMedica, the
gene-therapy company, will

publish its pathfinder pro-
spectus today for its nota-
tion on Aim to raise a mini-
mum of £5m.
The proceeds will be used

to provide working capital,

fund ongoing R&D and
recruit up to 30 staff within
the first year. The group has
already raised £750.000
through a pre-placement of
stock in September. Assum-
ing that 20-25 per cent of the
group is being sold, the flota-

tion is valued at about £50m.
Analysts estimate that
between £l0m-£15m will be
raised. BioMedica is market-
ing the offer prior to the
final valuation and dealings
are expected to begin at the
end of the month.
The company, founded by

husband-and-wife team of
Alan and Sue Kingsman,
plans to form corporate alli-

ances to fund further clinical

developments, market Bio-
Medica products and hopes
to take its first candidate
product into phase I/n clini-

cal trials within three years.

Lynx has had a chequered
history, suffering years of
losses in the mid-1980s and
early 1990s.

Losses reached £12.4m in
the year to October 1 1993,

and the business returned to
profit in the year to Septem-
ber 30 1995.

It is believed the business
generates sales of about
£70m, but it is highly
unlikely that a buyer would

pay that much for the busi-

ness, given hs poor record. It

is thought £35m would be a
more reasonable leveL

Mr Philip Rose is manag-
ing director of Lynx.

Parcel delivery is a very

fragmented market in the
UK, where international car-

riers such as UPS. DHL and
Federal Express compete
with several smaller players,

such as Nightfreight and

United Carriers.

Since Mr Murphy took
over the helm of the com-
pany last year NFC has laid

out its strategy to focus its

UK logistics businesses on
larger and fewer contracts,

reorganise its loss-making
and disparate European
businesses into national net-

works and increase revenues
in its North American
operations.
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Alan Kingsman: objective is to become a significant force in the R&D of gene therapy

“We anticipate that these
partnerships will produce
revenue streams from up-
front payments, milestone
payments and royalties on
sales,” said Dr Brian Rich-
ards. chairman.
The gene therapy treat-

ments - in which faulty
genes are replaced with good
genes by using retro viruses
- for the HIV virus and for

ovarian cancer are at similar

levels or development. The
group hopes to sell its first

products by 2002. “Our objec-

tive is to become a signifi-

cant force in the R&D of

gene therapy products in the
21st century.” said Mr Kings-
man

J
chief executive.

The global market for the
seven product series treating

each of BioMedica’s targeted

diseases is worth more than
$5.5bn (£3.4bn).

A collaborative agreement
with the Cancer Research
Campaign - one of its share-

holders - was also
announced, giving give it

access to anti-cancer gene
therapies and technologies
arising from CRCs research.

Dr Neill Mackenzie and Mr
Andrew Wood are to join the

board, as as business devel-

opment director and finance

director respectively.

Stakis tender may be ‘tip of the iceberg’
William Lewis examines the innovative underwriting of the hotel group’s share issue

It is not every week that
institutional investors line

up to talk publicly about a
rights issue, but that is what
happened last week follow-

ing the announcement of a
£222m (9370m) share Issue by
Stakis.

Investors temporarily
abandoned their normal reti-

cence to praise Schroders,
the merchant bank, for

organising a tender for part

of the underwriting fees for

the hotel group’s rights
issue.

About 40 investors partici-

pated in the innovative ten-

der, which saved Stakis
£400,000 in fees, and Schro-

ders described it as an “his-

toric” development in the
way companies raise new
equity capital in the UK. The
Prudential and M&G. among
several investor groups, wel-

comed the initiative and the
National Association of Pen-
sion Funds speculated that

the Stakis tender “could be
the tip of the iceberg”.

The reason for investors

giving such public support -

for a process which resulted

In their foregoing part of the
sub-underwriting fees they
would normally expect to
have been paid - was clear.

The Schroders tender could
not have come at a better
time for investment institu-

tions trying to avoid referral

to the Monopolies and Merg-
ers Commission of the tradi-

tional system of fixed under-
writing fees, on the grounds
that it is too costly for com-
panies raising capital.

The Office of Fair Trading
last year warned that it

would push for an MMC
inquiry unless investors and
banks started to show flexi-

bility in the way that a fixed

underwriting fee of at least 2
per cent is levied on all com-
panies raising equity capital

Usually 1-25 per cent goes to

institutions acting as sub-un-
derwriters. the lead tinder-

writer retains 0.5 per cent
and the remaining 025 per
cent is paid to the broker.

The OFT. which is thought
likely to make a decision on
an MMC reference by the
end of the year, is concerned
that the UK’s underwriting

system, which has been
operating for more than 30
years, is uncompetitive. Esti-

mates of profitability vary,

but a study commissioned by
the OFT concluded that sub-
underwriters had been earn-

ing £60m a year in “excess”
returns.

The OFT is also concerned
that the underwriting sys-

tem gives rise to potential
conflicts of interest for mer-

MANAGEMENT

chant banks, which typically

act both as companies’ finan-

cial advisers and lead under-
writers. But to the relief or
investors, it has stopped
short of examining the issue

of pre-emption rights,
through which companies
wanting to raise cash by
issuing more than five per
cent of their shares in any
year must offer them first to
existing shareholders.

Nevertheless, with UK
institutions and banks fear-

ing their profits from under-
writing could be hit by an
MMC inquiry, they have
been making strenuous
efforts to show the OFT that

the current system can
become more flexible and
more competitive.

On September 16 Mr Gra-

ham Allen, chairman of the
NAPF’s investment commit-
tee, alerted members to “the
likelihood that sub-under-
writing offers may be made
to you in a way that is some-
what different from estab-

lished existing practice".

One possibility was that part

of the sub-underwriting of
an issue would be offered by
tender, “so some of an insti-

tution’s available allocation

may be at a commission rate

other than 1-25 per cent".

That is exactly what hap-
pened last week. The Stakis

issue saw Schroders offer 120

investors the chance to

underbid the L25 per cent
sub-underwriting fee - actu-

ally 1.5 per cent in the Stakis

case because of the time the

issue will take - for a third

of the issue. About a third of
the institutions bid to take a
lower price for 28 per cent of

the issue, knocking 8J5 per
cent off the total £5m fee

charged to Stakis.

Yet behind the public
praise for Schroders for hav-
ing arranged the first tender,

investment institutions
admit to concerns that time
is running out for them to

persuade the OFT an MMC
inquiry is unnecessary.
The NAPF says several

more tenders and other inno-

vative schemes will soon
emerge, but argues that it is

difficult for its members to

show their willingness to

accept more competitive sub-
underwriting practices when
so few companies are cur-

rently seeking to raise new
equity capital. With institu-

tional Investors having to
wait for their next chance to
show the OFT that change is

taking place, further evi-

dence has emerged to sup-

port the case for reform.

In an unpublished and
updated version of an earlier

study carried oat for the
OFT. Professor Paul Marsh
of the London Business
School suggests that in
1986-94, sub-underwriters
“enjoyed excess returns
totalling some £49Qm".
He studied 805 rights

Issues which, raised £46-2bn

and concluded that “for the
sub-underwriting commu-
nity, it is clear that sub-un-
derwriting, measured over
any reasonable long time
period, should be regarded
as a very profitable activ-

ity". His study for the OFT
covered 1986-1993 and exam-
ined fewer rights issues.

Last week Professor Marsh
said that his updated report,

plus evidence from rights

issues over the last two
years, showed that there had
been very few issues in
which the 2 per cent fixed-

commission structure had
been altered: “With a few
exceptions, such as Stakis.
nothing seems to have
changed. If it [Stakis] is a
beginning, that Is a good
thing, but if that is largely

it, then it is not enough."
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Japanese order

for Westland

SheS^subsidiary with the first evil order for its

which last year won a £500m onier from

th?Ro^SFo«e for 22 EH101 helicopter*. to under-

stood to have to have signed preliminary contracts with a

large Japanese customer. Although the size of the order

{£Tnot b^disclosed. it is thought to be worth about

S1^N^ndSSa of Italy, the EHlOl’s joint development

partners, have been seeking non-military orders since

winning civil certification two years ago. The two compa-

nfoshave been pinning their export hopes on a search

and rescue variant of the helicopter. while also seeking

orders for a 30-seat “Heliliner” passenger version.

The success in Japan follows an intensive marketing

campaign by Kawasaki Heavy Industries, the country's

lopAmg helicopter manufacturer, and OKura. the Japanese

trading house. Under the prospective contract, Kawasaki

is expected to establish maintenance and support facili-

ties for the Dew helicopter customer.

Senior officials at GKN believe the breakthrough m
Japan could lead to a joint venture with Kawasaki.

onnhMwg the Japanese company to manufacture the civil

EH101 and possibly other models under licence. Tim Bun

Kwik Save in own-label move
Kwik Save, the UK discount supermarkets group, is plan-

ning to enter the lucrative own-label market as part of a

shake-up expected to involve widespread closures and

costs of close to £100m.
The food discounter is due to announce the findings of a

five-month strategic review by consultants Arthur Ander-

sen when it reports its annual results on Thursday. The

group is expected to announce a sharp drop in profits

from £125.5m to about £85ra. The move could seriously

unsettle the food retail sector, where a price war between

the supermarket majors has already substantially eroded

margins.
Peggy HoUmger

Molins packaging expansion
Molina, the cigarette and packaging machinery manufac-

turer. is paying about £23m for a cartoning and case

packing machinery group.
Consideration for HJ Langen, with a workforce of 160 in

r-nngHa and Langenpac. which employs a further 40 in

the Netherlands, comprises £2.2m from the issue of 221,844

shares with the balance In cash from existing resources,
j

The two businesses made profits before interest and tax
(

of rysm t£3m) in the year to October 31 1995 on sales of

Management accounts indicate a similar perfor- 1

mani-p this year. Net assets are about £5.lm.

The aian includes a 60 per cent interest in Langen-

Kyoto, a Canadian joint venture which distributes Japa-

nese compact disc parkaging machinery.

Wolstenholme in US deal
Wolstenholme Rink, the UK printing materials manufac-

turer, has agreed to sell the resin division of Wolsten-

holme International to Lawter International, a US sup-

plier of resins to the printing ink industry, for £5.5tn.

Lawter will also purchase stocks of raw material, work
in progress and finished goods, valued at about £1.7m.

In September, the group reported a 29 per cent drop in

interim pre-tax profits to £2.63m (£3.71m) on turnover of

£43.4m. after being hit by increased raw materials costs

and overseas expansion. Justin Marozzi

PBLB moves headquarters
Prudential-Bache International Bank, an affiliate of Pru-

dential-Bache Securities, the financial services group
known in the US as Prudential Securities, has moved its

banking headquarters from Luxembourg to London.
PBD3 said it had moved some of its banking operations

from Luxembourg to Devonshire Square in London, but
that it would still maintain a branch operation In Luxem-
bourg. PBIB offers private banking and fund management
services to wealthy individuals.

Prudential-Bache is owned by Prudential Insurance, the

US financial services institution. William Lewis

General Cable chief
Mr Ian Gray, the former chief executive of retailer Brown
& Jackson, has been appointed chief operating officer or
General Cable, the French-controlled cable company. His
resignation from Brown & Jackson, which was rescued by
South African group Pepkor in 1994, was announced two
days ago.

IBs appointment to General Cable comes at a time
when the loss-making industry is moving from focusing
on construction to marketing. He Is credited with helping
to implement Brown & Jackson’s restructuring pro-
gramme. which has seen losses fall substantially.
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Notice of Early Redemption

Loblaw Companies Limited
tincorpOrataamnVibmlMdUataaymCanadll

Can. 175,000,000

10% Retractable Debentures, Series 7 due 2001

NOTICE IS HEREBY GIVEN that. pursuant to CondMnn Hal at tho forms and
Conditions erf ttM Dsfcsntunn. LoblawCompaniesUmksd hasotacMdn rodeom
Sfl omstandng DatMntufaa at tiialr principal amount on put nan hums
Payrnam Oats. 19tii Decambor. 1W0. whan Intarwton Ota Datnnturw vriH cuss
lo accrue.

Payrnam of prtndpal and Maroat twill ba mado opasts surrandar of tbo

Dabantursa an«l Coupons at tlta apacMad oAcoa of anvafths Paying Reams
tratad baton* Eacfi Dabantuta should ba praaantad for paymam toeatlw undi all

unmaturad Coupons sppamMng tharato. Tt*« face value of any irbmlno

unmanned Coupons wo bo deducted from me radampdon pnea. The principal

amount so deducted will ba paid, without Interoat upon surrandor of tho

ratauant mteung Coupontal.

Dabarmaaa and matured Coupons vnu become void unan praaantad for

payment within a period ol 20 yaoti^td not Mas Ihan 6 years reaps cflaa ty from
thwr respective Relevant Dana, as defined in Condition 8 of me Terms and
Conditions of die DdMntusoa.

PMNCMU.MYMG AQENT
Royal Beak of Canada Europe Limited

71 Queen Victoria Street. London EC4V«*
PAYMG AGENTS

MG Saak (Baiflkim) &A. Royal Bank ofCanada
RuedoUgnol Royal Bank Plata

B lOOd Brussels. Belgium 200 Boy Street Toronto
Ontario. Canada. MSJ 2JG

Royal Bank cd Canada (Subset
RueDidavfi

CH- 1204 Geneva. Swtneriand

Royal Sc Georges BanQue Royal Bank of Ci

3 RoeScrltM RuoDm
7M40 Paris. France CH-1204Gmwvi

Sample tatsrnattenaled LnaamtMurg SJL
S9. Route tfEach

L-1470 Luxembourg

Doted: November. 1998

For and an bebatf of
Loblesv Companies Limited

CUES ROYAL SANK OF CANADA
@33 EUROPE LIMITED

LEGAL NOTICE
NalMSTa* IWb

IN THE HIGH COURTOF JUSTICE
CHANCERY DIVISION
COMPANIES COURT

NOTICE IS HEREBY GIVEN that a
Pen lion eat on lhc 10th October l«*K>

presented to Her Major*'* High Court ol

Justice for Che confirauKton of die reduction
of rbc capital of the above-named Company
from £7»i to £3.7X1
AND NOTICE IS FURTHER GIVEN thsj

the tald Petition u directed to be beard
before die Cumiaiio Conn Rrgmrar at the

Rv)ul Courts of Juiikc. Strand. Luodon
WC2.V 2LL on Wednesday the I >ih
November l«6.
ANY Creditor or Shareholder of tin said
Company Jcnrstg w oppose the making of
an Order for die confirmation of tbc said
redaction of capital should appear ai the
ttam; of hearing n person at by Counacl lur
that ptrpae.
Atopy c4 the vaid feum oiD he furanbal

to any ndt person requiring the omc by the

iradfrrocnlKxred Solicitors on payment of
the regulated charge for tbc same.
Dated Ms day of IbWi
Ourin RuUcO
KiUmtca House
BayshiURoAl
CHELTENHAM GUre
GL3U3AW
Sutn-uorc lor the abovc-ramal Company
Tel 01242 221122
Rtff FRSR/IID

Notice to the Holder-* of

U^.SL500JKW,000
United Mexican States

Ubof/Cetoa Notes
Due November 27, 1936

The applicable Cats rate (or the
period of October 30. 1996 to

Kbvamber 27. 1996 is 29.3*%
annual.

ByTHtiaatartHtUnBaak
KwYgrk.FtesUPztaAgad

BUSINESSES SALE
Appear in the Ffaianciai Times on Tuesdays,

Fridays aid Saturdays.

For farther Information or to advertise to this section

please contact

Lesley Sumner on -t44 0171 873 3308

NOTICE OF REDEMPTION

Comverse Technology, Inc.
57i% Convertible Subordinated Debentures due 2003

NOTICE IS HEREBY GIVEN, pursuant to the provisions ol the Indenture dated as of November 30. 1993 (the
'Indenture'), between Converse Technology. Inc. (the Company') and The Chase Manhattan Bank, as
trustee (the 'Trustee'), to the holders of the Company'3 Convertftie Subordinated Debentures due 2003
(the "Debentures’) that the Company has elected to redeem and wBI redeem all of the outstanding Debentures
in whole on December 5, 1996 (the "Redemption Date*) at a redemption price equal to 102% ofthe principal
amount thereat plus accrued interest to the Redemption Date, or U.S. $5,10292 tor each $5,000 principal
amount of Debentures (U.S. $51,029.17 for each $50,000 principal amount of Debentures). Payment of the
total redemption price win be made on or after the Redemption Date upon presentation and surrender of the
Debentures together with all appurtenant coupons, if any, maturing subsequent to the Redemption Data, to the
Trustee, who & the Paying Agent. Coupons maturing on the Redemption Data wHI be honored In the manner
specified in the Indenture and on the reverse ot the Debentures. On and after the Redemption Date, the
Debentures will be deemed to be no longer outstanding, interest on the Debentures will cease to accrue, and
the holders thereof will be entitled to no rights as such holders except the right to receive payment of the total
redemption price.

The holder of a Debenture is entitled, at his option, to convert such Debenture, in whole but not in part, at
the principal amount thereof. Into luHy paid and nonassessable shares ol Common Stock. $.10 oar value oer
share, of the Company at a conversion price equal to U.S. $19,375 aggregate principal amount of Debentures
for each share Of Common Stock, or approximately 258.0645 shares ofCommon Stock tor each $5,000 nrtnei-for each share of Common Stock, or approximately 258.0645 shares ofCommon Stock tor each $5,000 princi-
pal amount of Debentures, until and Including, but not after, the dose of business on November 25, 1996,
upon presentation and surrender of the Debentures together with aH appurtenant coupons, K any. maturing
subsequent to the Redemption Date, to the Trustee, who is the Conversion Agent together with a duly execut-
ed conversion notice. No fractional shares or scrip win be Issued upon conversion. The Company, however,
wifl pay cash In lieu of any fraction of a share 0/ Common Stock, in an amount equal to tte same fraction at
the quoted price ol the Common Stock on the trading day before the date of conversion.

Holders of Debentures tendered for conversion win bo entitled to retain the coupon maturing on
December 1, 1996, and will be entitled to surrender such coupon for payment on or after December 1 ,
1996. Failure to surrender Debentures for conversion before the close of business at the offices ot the
Conversion Agent on November 25. 1996 win automatically result in such Debentures being redeemed.
As of October 28, 1996, the market value of 258.0845 shares of Common Slock was U.S. $8,419.35 based

on the last reported sale price of the Common Stock of U.S. $32,625 per share as reported on the Nasdaq
National Market on such date. As long as the market price of the Common Stock la greater than
VJS. $19.77 per share (an amount equal to tire total cash a holder would receive if $5,000 principal
amount of Debentures were redeemed, U.S. $S,102L92, divided by the number of shares of Common
Stock, approximately 2584645, a holder would receive upon conversion of SS400 principal amount at
Debentures), a holder ot Debentures who converts will receive Common Stock (Including cash paid In
lieu ot fractional shares) having a greater market value (without taking into account sslm mmenasn)
than the total amount of cash the holder would receive If he had surrendered the Debentures for
redemption.

Debentures presented for redemption or conversion must be presented In good form and must be accompa-
nied by the conversion notice, it they are being presented for conversion, with all appurtenant coupons, if any.
maturing subsequent to the Redemption Date, to the Payment and Conversion Agent at one ol me following
locations:

The Chase Manhattan Bank Chase Manhattan Bank (Luxembourg) S_A_
Wootgate House 5 Rue Plaetis, L-2338 Luxembourg-Orand
Coleman Street BP240 L-2021

London, England EC2P 2HD Luxembourg
Attention: Corporate Trust Attention: Corporate Trust

htolders ol Debentures may contact The Chase Manhattan Bank. Global Trust Services, at (212) 948-3082
or Comveree Technology. Inc . Wee President. Corporate and Marketing Communications, at (516 677-7200
with questions regarding the foregoing

COUVERSE TECHNOLOGY. INC.

Sy:The Chase Manhattan Bank,
as Trustee

DATED: November 4. 1996

Shoogang Concord Finance (1993) Limited
(Incorporated m die Cayman Islands)

Shougang Concord International

Enterprises Company Limited
(litsorporaicd in Hong Kong)_____

43% Convertible Guaranteed Bonds due 1998

NOTICE TO BONDHOLDERS
On 9th October. 1996, ihe directors of Shougang Concord
International Enterprises Company Limited ("Shougang
International”) announced that Shougang international had entered
into a placing and subscription agreement with Shoungang Holding
(Hong Kong) Limited (“Sbcrugang Holding”) and certain placing
agents pursuant to which Shougang Holding, at the request of
Shougang International, agreed to sell to such placing agents and/or
placets procured by them 17OJ0OQ.OOO shares of HKS0J*0 each in the
share capital of Shougang International (“Shares"l ai a price of
HKS1.I0 per Share (the “Placing”) and subject to fulfilment of certain
conditions, subscribe for 170.000.000 new Shares (the "New Shares")
ai ihe same price (nei of expenses) per New Share tthc
“Subscription”). The conditions in respect of the Subscription have
been fulfilled and the New Shares were issued and allotted to u
nominee ofShougang Holding on 2Sth October. 1 996.

As a result of (he issue of the New Shares and pursuant to Clause
U(A)(vi> of ihe trust deed (the “Trust Deed") dated ISih December.
1993 relating to US$183,000,000 Convertible Guamnlccd
Bonds due 1998 issued by Shougang Concord Finance ( 1 993) Limited
(the “Bonds"), the Conversion Price (as defined in the Tnisi Deed)wW be adjusted from HKS5.70 per Share lo HKS5.60 per Share with

'

effect firom 28th October, 1996.

The adjustment has been certified by Entsx & Young, the auditors of
jShougang International. This notice will also be posted to lhc holders

of the Bonds as soon os practicable. !

By Order of ihe Board of
Shougang Concord Finance

(1993) Limited

Li Jianmin

Director

By Order of lhc Board of

Shougang Concord International

Enterprises Company Limited
Jia Baoluo

Managing Director
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news digest

New Holland float
brings Fiat Slbn
c^S,iSt

NeW H
P
Uand»^ world's ttird-biggest form and

construction equipment company, were floated at S2L50
raiafais $ifcn for its parent Flat, the Italian

industrial group. The New York flotation, accompanied bya erauitanwua international offering to investors outside
d I
S’.T'

as toree-nmes oversubscribed. North-
Amerlran institutions took up 70 per cent of the offer andotner international institutional investors the remainder.
As a consequence, offer leaders Goldman Sachs, the US

investment house and Milanese merchant bank
Mediobanca said they intended to take up an
over-allotment option which would lift to £L15bn Fiat’s
total cash injection from the offering. The 46.5m shares

^represented 31.2 per cent of New Holland's total
equity. The over-allotment option, of a further 6,975,000
shares, will leave Fiat with slightly more than 64 per cent
of New Holland.
The offer price was in the middle ofthe $20 to $23 range

hinted at by Fiat in September. At the close of dealing on
Friday the shares stood at *21%. The proceeds of the offer
are to be used entirely by Fiat to lift its 1996 results.
Earlier this year, the company said extraordinary income
from asset sales and other transactions would be to
ensure this year's net earnings remained in with the I

L2,l47bn (Sl.41bn) achieved In 1995, despite faTUwg
margins in its core cars business. John Griffiths

Tranz Rail profits rise 60%
higher revenues from freight, passenger trains and Its
inter-island shipping services helped Tranz Rail Holdings,
the former New Zealand Rail, lift net earnings 60 per rent
from NZ$5.8m to NZ$9.4m (US$6.7m), in the three months
to September 30. Mr Eld Burkhardt, chairman, said the
result was a good one in the current low growth
environment. Tranz Rail is controlled by Wisconsin
Central Transportation and listed on Nasdaq and the New
York Stock Exchange. Total revenue rose 3 per cent to
NZ*l33.9m, assisted by a 9.4 per cent rise in the
company's ferry services between the North and South
Island, and a 5.1 per cent increase in freight. Total
operating costs rose 3^3 per cent to NZ$ll5-9m.

Terry Bail, Wellington

Komercni Banka falls sharply
KomerCnl Banka, the Czech Republic's largest
commercial bank, reported a big tall in profits before bad
debt provisions in the nine months to September 30 after
a sharp rise in administrative expenses. The bank's profit
before provisions for loan losses - calculated according to
international accounting standards - fell from KciLSbn
far the same period last year to Kc8£bn ($327m).

KomerCnl’s net profit for the wins months fell from
Kc5.4bn to Kc4.9bn. The fall was caused mainly by a jump
of 49 per cent in administrative expenses to Kc6J)bn. The
bank's cost to income ratio deteriorated to 46 per cent at -

September 30, compared with 32 per cent a year earlier.

Total assets rose to Kc445bn. However, the market
shrugged off the results oh Friday, sending the shares up
Kcl26 to close at Kc2,126- Vincent Boland, Prague

Bancomer earnings surge
Bancomer, Mexico’s second largest bank, reported net
profits of 574m pesos ($72m) for the third quarter of 1995.

three times greater than the result for the same period of
1995. “The bottom fine was good but in tennft.gf ,

operations, the figures were disappointing.~-said Mr-Nuno ;

Fernandes, an analyst at Caspian Research in New York.

Net interest margin for the quarter stood at 7.05 per
cent, 1.22 percentage points below the corresponding
figure for 1995. Analysts said that, like its chief rivals

Banamex and Serfin, Bancomer had been affected by
Interest rate changes and decisions to invest funds in

securities rather than new loans. Cfrupo Financier©
Bancomer, Bancomer's parent group, announced total net

income up 122 per cent year-on-year to 633m pesos for the

quarter. Daniel Dombey. Mexico City

Record month for US BPOs
The appetite for shares in the US encouraged a record

number of flotations in October, with 106 companies
issuing shares for the first time - breaking the previous

record of 100 initial public offerings (IPOs) set three years

ago, according to Securities Data. The IPOs represented

$6JJbn in gross domestic proceeds and bring the total for

the year so far to $4lbn frommore than 700 companies.

The figures embrace domestic new issues including

closed-end funds and real estate investment trusts. About
a third of the companies were in high-technology sectors.

To a certain extent, they axe using high technology aa

well - the US Securities and Exchange Commission has

signalled tacit acceptance for initial public offerings oyer
.

the Internet. The SEC has given de facto approval for a

$5m offering by Netter Digital Entertainment, a
Hollywood production company, by issuing a too action’

letter. The first IPO on the Internet, from Spring Street

Brewery, raised SI.6m last year.

Alex Brown & Sons and Lehman Brothers were the

j

most active underwriters, followed by Goldman Sachs and

Smith Barney. Peter John

Trizec Hahn starts trading
Shares ofTrizec Hahn, a merger of two big holding

companies controlled by Canadian financier Mr Peter

Munk. begin trading (Symbol TZH) today on the New
York Stock Exchange and in Toronto and MantreaL

Trizec Hahn is North America’s second biggest quoted

property company, with more than.US$6bn assets. It

retains 15.7 per cent of Barrick. the big gold producer tart

is selling its 46.2 per cent interest in Clark Refining, a US
downstream oil company. Robert Cibbens. Montreal

Orogen makes solid debut
Shares in Orogen Minerals, which holds the Papua New
Guinea government's stakes in a number of big local

resource projects, made a solid debut on the Australian

Stock Exchange on Friday. They closed at AJ2.12. a 12

cents premium to the A$2 price at which shares were sold

to institutional investors in last week's offer.

Friday's dosing price capitalises the company - to

which the PNG government retains a 51 per cent interest

- at about ASSSlm (US$537m>. Orogen said demand for

the shares had been “beyond expectations".

It is the second successful flotation of a large

PNG-based resource stock recently. Last -year. *kares

Lihir Gold, which is developing a majorgold mine cm the

island of Lihir, were also taunCbed on thei
sUwkmmkeL

Orogen takes in interests in the Lihir, Misiina and

£5 ^"jSsSSSSU
Gobe oil projects.

***** ^

Indus plans DM1.5bn of purchases by 2006
By Peter Marsh In Hanover

Indus, a German holding company
that specialises in buying medium
sized, -family run engineering busi-
nesses. is preparing to spend up to
DML5bh ($989m) on Anther acqui-
sitions in the next decade.

Mr Wtofried Kill. Indus founder
and chairman, said in an interview
that his company could “easily
manage" over this period to oper-
ate a further 40 to 50 companies on
top of the 18 medium sized busi-
nesses which Indus has acquired to
the past decade.

Mr Kill has hit on the formula of
targpting companies in the Mittel-

stand - Germany's large commu-
nity of small to medium sized, pri-

vately owned engineering
businesses - whose owners wish to
sell because their sons or daugh-
ters are not interested in taking on
the businesses when they retire.

Indus, which went public earlier

this year by floating some of its

shares among private investors,

last year bad sales of DM366m and
made a pre-tax profit of DM49m.
This year it expects sales of about
DM41Dm.

Mr Kill, a 57-year-old former steel

industry executive with a degree to
economics, and his family control

53 per cent of the business.

Typically Indus, which operates
from a small headquarters on the
outskirts of Cologne with a staff of
eight, spends DM20m on each
acquisition, picking out companies
with onwnal sales in the DMlOm-
DM60m range. In recent years.
Indus has acquired such companies
at the rate of two to three a year
and Mr Kill said this was likely to
continue.

In spite of the general mood in

Germany of gloom about the coun-
try’s manufacturing future. Mr Kill

said he was highly optimistic about
German industry's ability to com-
pete. “The infrastructure is excel-

lent, and the quality and productiv-

ity is good. I don’t know where it

could be better.” he said.

The 18 companies in Mr Kill's

current portfolio are mainly in
archetypal “metal bashing” engi-

neering industries - ranging from
specialist equipment to make car
tyres to textile machinery and air

conditioning products.

The company spurns anything to

do with services, consumer goods

or high-technology products, which

Mr Kill says are too risky.

All the companies Indus acquires

have to have a good profits record

and to demonstrate entrepreneur-

ial management styles. Mr Kill

said, and all the companies that

have been acquired so far have had
production bases in western Ger-

many. Mr Kill said be would con-

tinue to avoid the former East Ger-

many. “They don’t have the right

mentality - there are too many
problems,” he said.
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Japan answers call of telecoms deregulation
Last week’s opening up of the domestic market is the first step in an overdue catch-up process

T elecommunications to
Japan, like many of
the country's public

utilities, has long been tied
up to a web of regulations
that has kept prices high
and restricted growth to new
services.

In spite of measures taken
more than 10 years ago that
put Japan in the vanguard of
telecoms liberalisation, the
government's slow response
to recent technological and
regulatory changes in the
telecoms market meant that
Japan fell behind in the
march toward an advanced
telecoms industry.
But last week, the Japa-

nese Ministry of Posts and
Telecommunications took a
step that heralds radical
change in the country’s
YlO.OOObn ($88bn) telecoms
market.

It has removed restrictions

on connecting privately
leased lines to the public
network in Japan, which
Will allow any company to
compete with the four
incumbent operators in
domestic public telecoms
services.

The latest measure will
soon be followed by steps
expected to trigger a funda-
mental restructuring of the
telecoms industry that could
involve foreign, as well as
Japanese, carriers. .

The deregulation of pri-

vately leased lines is expec-

ted to stimulate competition
and bring down prices in the
long-distance market, where
the ability to provide public
fixed-line telecoms services

has been restricted to the
four rempwnipq with a spe-
cial licence.

Since the cost of a pri-
vately leased line is fixed -

regardless of the volume of
traffic carried - companies
that keep their costs lower
than those of the incumbent
carriers win be able to offer
telecoms services at rates
significantly lower than
those currently charged.
Telnes. a private company,
already announced plans

to lease lines from a
long-distance operator and
offer telephone services
between Tokyo and Osaka at
a 25 per cent discount to the
Y130 currently charged for
three minutes •

The company aims to
extend its services to other
cities in Japan. Mr Kiyohisa
Ota, Industry analyst at Mer-
rill Lynch in Tokyo, believes

it could take a 25 per cent
share of the long-distance
market within five years.

Further competition in the
long-distance market is

expected from the cable TV
industry, after Titus Com-
munications, a Japanese-US
joint venture, recently
became the first cable TV
operator to receive a tele-

coms licence.

In response to such compe-
tition, NTT, which has
nearly 70 per cent of the
domestic long-distance mar-
ket, announced cute in its

busy TokyoOsaka rate, from
Y130 per three minutes
today to Y100 to four years.

But deregulation in the
domestic market is only “the

ZF investment

in China to rise
By Stefan Wagstyt,
Industrial Ecfitor

ZF, the diversified German
maker of transmission and
steering equipment, is plan-

ning to double its invest-

ments to China in response
to the rapid expansion of the
Chinese motor industry. The
group, which already has
four Chinese joint ventures,

is proposing to launch four

more in the next year.

The investment in each
would rise steadily to about
DM100m ($66m), which

- would take the
.
group's total

investment in China to
about DMSOGm.

. Mr Klaus Bleyer, chief
executive, said: “China is the
most important region for
us. The market is growing
very fhst”

ZF, which employs 30,000

people in 70 plants around
the world, is the largest

independent manufacturer
of car and lorry transmis-
sions. It is also a leading pro-

ducer of steering and chassis

components and marine
transmissions. Turnover last

year totalled DM72bn.
The company first

invested overseas in the
1960s, in South America, and
has since expanded across
Europe and North America
and in Japan. But it believes

China will now be the big-

gest single focus for new
investment. Two of its exist-

ing joint ventures are in
Shanghai, producing
steering and chassis units: a
third makes transmissions
for off-road vehicles in
southern China, and the
fourth is a Beijing-based ser-

vice centre. The new pro-
jects include proposals for
manufacturing bus axles,

marine transmissions and
lorry transmissions.

Telecoms venture

plans Indian ADR
By Tony TasseH

India’s first American
Depositary Receipt offering

is expected to be launched to

the next few weeks by a
joint venture between US
West, the telecoms group,
and BPL, a Bangalore-based
electronics group.

The joint venture, BPL
Cellular Holdings., will seek
5200m. plus a 15 per cent
greenshoe option, through
the issue of ADRs which will

be listed on Nasdaq. Lead
manager is Morgan Stanley.
Funds raised through the

offering, which will test the
water for two other planned
ADR offerings by Indian tele-
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corns consortia, will be used
for the development of cellu-

lar services by BPL-US West
in three areas of India.
BPL-US West won licences

last year from the Indian
government to provide cellu-

lar services in the states of

Maharastra, Tamil Nadu and
Kerala, at a cost of Rs40bn
($Ll2bn) over 10 years.

In the past, Indian compa-
nies have opted for global
depositary receipt offerings

in Europe over ADRs
.because of lower costs and
less stringent accounting
regulations. However, only

companies with an existing

track record can obtain GDR
listings:
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domino that will trigger the
tall of all the others”, says
Mr Maldo Trini, industry ana-
lyst at Salomon Brothers,
the securities company, in
Tokyo.
Early next year, the tele-

coms ministry plans legisla-

tion that would allow KDD,
the dominant international

carrier - but prohibited from
internal services - to enter
the domestic market.

T he ministry's aim in
lifting the ban on
KDD goes beyond

allowing the company into a
new market. It hopes also to

encourage cross-entry by
other domestic and interna-
tional carriers.

.

“We want to see busi-
nesses going into each oth-

er's territory,” says Mr Yasu-
hfkn Taniwaki, deputy direc-

tor of the telecoms policy
division at the ministry.
When KDD is allowed into
the internal market,
“long-distance operators will

not be able to survive by
offering just long-distance
services”. He believes that
“they will have to go into
international business”.

As there are already four
long-distance operators, and
three companies serving the
international market, the
consensus is that lifting the
ban on KDD will prompt
mergers and alliances
between long-distance and
international operators as
they scramble to provide
more comprehensive and
seamless services and

thereby ensure their
long-term survival
Deregulation also bodes

well for foreign telecoms
companies interested in the
Japanese market AT&T of
the US has taken a big step
towards capturing a slice of
Japan’s international call

market.
According to the telecoms

ministry, the company’s Jap-
anese subsidiary has applied
for a licence to offer call-

back services making the
cost of an international ren

from Japan substantially
cheaper than tbe rate
charged by KDD and other
Japanese operators.

But such moves pale
beside the competition
expected to emerge in the
international market when

the ministry next year
deregulates international
leased lines, allowing them
to be connected to Japan’s
public network.
Not only Japanese compa-

nies, but foreign carriers -

which have been restricted

to shares of less than 20 per
cent to telecoms operators
which own infrastructure -

could lease lines and offer

international call services at
significantly lower rates.

Moreover if, as it plans to

do, the telecoms ministry
completely deregulates for-

eign ownership of carriers
other than NTT and KDD,
“the entire Japanese tele-

coms market could be
restructured”, says Mr Inui
at Salomon Brothers.
The biggest remaining

question concerns the
break-up of NTT. which the
ministry believes is neces-
sary to stimulate further
competition in the local mar-
ket and bring down the
access charges which NTT -

the only operator involved in
both long-distance and local

services, over which it has a
virtual monopoly - imposes
on its long-distance competi-
tors. A decision on NTT is

expected by the end of the
year.

Whatever that decision is,

the extent of deregulation
elsewhere to tbe industry is

likely to ensure that, a few
years down the road, japan’s
telecoms industry win look
very different from today.

Michiyo Nakamoto
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Exercising the euro arguments
W ill the euro be a

strong currency
when it comes into

existence, or a weak one?
The issue is not simply theo-
retical. Investors around the
world are already entering
into commitments in curren-
cies that will, if all goes
according to plan, switch
automatically into the euro
in 1999, Only 29 months
away. Will the new currency
hold its external value?
There are two schools of

thought. One of them takes
an "institutional" view: the
new European Central Bank
will be overwhelmingly com-
mitted to price stability, its

hands unfettered by political

considerations of any sort.

Therefore the new currency
will definitely be hard - pos-
sibly even harder than the
D-Mark- And even if. over
the long run, the new bank

listens to industrial constitu-

encies arguing tbat too
strong a currency can be
damaging, in the short run it

will establish its credibility

by a policy of unrelenting
strictness.

In those early years, says
this school of thought, the
monetary and Inflation stat-

istics of the euro area will be
newly aggregated and ctm-

fusing. The new central
bank will be forced to rely
on the only measure of mon-
etary policy provided by an
external, objective source:
the foreign exchange mar-
kets. Keeping the currency
strong will turn into a cen-
tral, if informal, objective of
the new institution.

On this view, the accompa-
nying chart of path of
the European Currency Unit,
the basket of EU currencies
that is a relic of past

attempts to move towards
monetary union, casts no
light on the future of the
euro. The fact that the ecu
has been weaker than both
the dollar and the yen over
most of the past five years
(when charted against the
Swiss franc, a neutral bench-
mark) is irrelevant. The ecu
represents the aggregated
monetary policy decisions of
the existing European mone-
tary authorities, including
those in countries tradition-

ally iweWwaH towards devalu-
ation such as the UK and
Italy. The euro will replace
them - for member coun-
tries - with a new, much
more uncompromising mon-
etary authority, at least as
committed to price stability

as the Swiss National Bank.
The euro will also be

attractive to external head-

ers, as a potential reserve

currency that will be under-
represented in their portfo-

lios. That will cause a steady
demand for euro-denomin-
ated assets, at least early on.

Fear ail these reasons, says
this school, the euro will be
a strong currency.

The alternative school of
thought is what might be
called the "political econ-
omy” view.

It commands a surprising
degree of support among
economists, a fact that
emerged at a recent seminar
organised, by Mark Cutis,
treasurer of the European
Bank for Reconstruction and
Development.
The arguments for this

school fall into two parts.
First, as Patrick Artus of the
Caisse des D6p0ts group
points out, the economic
structure of the euro area
will be more than the sum of

its parts. Because of the high
levels of intra-European
trade, individual EU econo-
mies have very high import
penetrations; the risk of

imported inflation from any
currency depreciation is

thus great. A central bank
committed to price stability,

such as the Bundesbank,
no option but to keep the
currency strong.

By contrast, with intra-Eu-

ropean trade netted out, the
euro area wifi, be much more
like the US: a relatively
"closed" economy, with
external trade as much
smaller percentage of eco-
nomic activity. The new
European Central Bank can
afford to be relaxed about
the external value of the cur-

rency. focusing its attention
Instead on internal economic
indicators.

Reinforcing this point are

COMPANY

profit may be as high asWeak home
sales slow
Japanese
carmakers

Leading Japanese
carmakers' results for the
six months to September,
out next Friday, are likely

to depend on how for cost-

cutting and the positive
impact of a weaker yen ha«
offset soft domestic sales.

Analysts said Toyota, Nis-
san and Mitsubishi Motors
fell short of their domestic
sales targets, due to the shift

of demand to recreational
vehicle models produced by
Honda. Exports, except for

Mitsubishi Motors, have
been better-than-expected on
the yen’s decline.

Toyota Motor’s first half to

September parent pre-tax

Y240bn GSLllbn), above its

own forecast of YglObu, and
compared with Y68.G6bn a
year earlier.

Nissan Motor’s first half to

September parent pre-tax
profit Is seen at Y25bn-
Y37bn, compared with its

own forecast of Y25bn. and
compared with Yl3.43bn,
while Mitsubishi Motors*
first half to September par-
ent pre-tax profit is seen at
Y19bn-Y21bn, compared with
its own forecast of Y22bn,
and with Y2L35bn last time.

AFX News. Tokyo

KLM Royal Dutch Air-
lines will on Tuesday report

net profit for its second
quarter to September of
FI 182m-Fl 295m ($108m-
S175m). down from FI 302m a
year earlier, according to
analysts’ forecasts.

The figure is expected to
include a FI 115m book profit

from sales of preferential

shares in Northwest Air-
lines, and FI 16m from the
upward revaluation of Its

holding:
Operating profit is seen

falling to FZ 140m-Fl 241m
from FI 333m, with yields
being squeezed by a sharp
rise in fuel prices. KLM
recently announced it will

from November 1 begin levy-

ing a surcharge on all pas-
senger and cargo fares to
compensate for rises in fuel

prices since the beginning of
the year.

AFX News, Amsterdam

m Akzo Nobel, the Dutch
chemical group, is expected
to report on Wednesday net
profit for the third quarter to
September of FI 3I5m-
F1 343m ($186m-$2G3m), com-
pared with FI 324m or F14L56
per share a year earlier.

Rabo Securities expects
gamings to Slip to FI 315m Or
FI 4,43 a share, largely due to
a forecast FI 15m operating

loss from Akzo Nobel’s fibres

business compared with a
year-earlier profit of FI 28m.
"Not only is the third

quarter traditionally weak
for fibres, but the competi-

tion and {alee pressure that

led to the drop in second-
quarter operating profit (to

FI 15m from FI 53m a year
earlier) has got even stron-

TeleWest

Share price ratattve fothe‘ /•' T

FTSETeiecommuOicatiaDS Index

ger ” said Rabo, adding that

a continued strong perfor-

mance by aramid fibres will

be insufficient to offset
declining results elsewhere
in the division.

AFXNews, Amsterdam

Unilever reports its third

quarter results on Friday
with good news on sales and
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the "political" arguments.
For many participants, the
purpose of Emu Is to create
a central bank that will pay
some attention to their
domestic economic circum-
stances. to replace a Bundes-
bank concerned only with
German conditions. The
price of obtaining such influ-

ence is the fiscal austerity
imposed by the Maastricht
convergence criteria. The
voters will expect to receive

the reward for that effort.

Whatever its statutes, the

new central bank will inevi-

tably be pushed towards tol-

erance of external deprecia-

tion - a task made easier by
persistent outflows of capital

as fjnannial institutions
within Europe seek to diver-

sify their portfolios away
from the inherited over-de-
pendence on the euro.

If the markets have a
view, it is probably closer to

the hard-currency school of

thought: the euro will be

slightly less strong than the

D-Mark, but not by much.
None the less, the fact that

the debate exists Implies

that the weak-currency argu-

ments cannot entirely be
neglected. If they are right,

the euro may turn out to

look more like the ecu - in

external terms - than, Its

advocates would like to

admit.

less encouraging news on
margins and profits.

Sales should be up about 8
per cent to around £SLgbn
thanks to a 2 per cent lift

from volume growth. 3 per
cent from price increases
and 3 per emit from acquisi-

tions. Trading margins will

have slipped a bit from 10.3

per cent a year earlier, leav-

ing pre-tax profits barely
ahead at £843m ($L4hn).

British Petroleum winds
up the third-quarter report-

ing season of the big oil

groups on Tuesday. It too is

expected to refer to high oil

prices, squeezed refining
margfna and difficult trading

conditions in chemicals.

Forecasts for replacement
cost net income range from
£620m ($lbu) to £834m. Pres-

sures on margins are expec-

ted to produce profits lower
than in the second-quarter,

but the mid-point of the
range is still up 17 per cent

on last year's pre-exceptlonal
tSMm-
A forecast quarterly divi-

dend of 5p would be 25 per
cent up on last year's 4p.

High cash generation is

expected to put the group an
target to reduce gearing to

about 25 per cent by the
year-end.

British Airways
announces second quarter
results on Tuesday which
should show pre-tax profits

of £325m (5530m), against

£295m last year, and giving a
total of £475m for the first

half, a ten per cent rise.

Analysts will be studying
the group's statement on
ftiel prices - how far they
have risen and with what
impact - and its exposure to

currency movements.

TdeWest the cable com-
pany. is expected to show a
continuing improvement in
.net income and earnings

before Interest, tax and
depreciation in its third-

quarter results on Monday.
However, most interest

will focus on any hints the

company gives on its strat-

egy, in the light of the auda-

cious £5bn ($8bn) merger of

Nynex CableComms. Bel!

Cablemedia and Videotron
with Cable and Wireless’s

Mercury telecoms business.

TeleWest, which broke off

merger talks with Nynex
recently, is widely expected

to pursue other alliances.

Whitbread is expected on
Wednesday to report an ll

per cent rise in Interim pre-

tax profits to £173m ($282m).

Beer volumes were up
nearly 7 per cent in the first

four months, food sales have
surged, and Marriott hotels,

bought last year, are begin-

ning to contribute.

Earnings will be about
28.3p and the dividend up 8
per cent to &2p.

All ofthese securities have been sold- This announcement appears as a matter ofrecord only.

MINORCO
Minorco (U.S.A.) Funding Inc.

$400,000,000
GuaranteedNotes

SeriesA Notes due 2006

Series B Notes due 2011

Series C Notes due 2016

Guaranteed by

Minorco SA.

The undersigned acted as private placement advisor

on this transaction

JPMorgan

October 7996

Venezuela launches Cantv deal
Road-shows to promote an
international primary share
offer for Cantv, Venezuela’s
telecommunications com-
pany, are due to begin in
Europe today, signalling the
launch of the country's big-

gest ever initial primary
offer (IPO). The deal, which
will be completed towards
the end of this month, is also
likely to be the biggest out of
Latin America this year.

The price range has been
set at $3,071 to $3.50 per
share (£L92 to £2.19), com-
pared to the $4.71 per share
paid by the Venworld Tele-

com consortium (GTE,
AT&T, Telefonica de Espana.
Venezuela’s Banco MercantO
and Electrfddad de Caracas)
In 1991, when it acquired a
40 per cent stake. But
although Venworld will be
disappointed with the price.

It should help ensure the
deal’s success among both
international and domestic
investors.

International investors can
purchase 34J2xn American

Depositary Receipts (ADRs),
each worth seven shares, to
be listed on New York.
A total of 289.4m shares

will be offered, with a green-
shoe, or over-allotment
option, of36m shares. Of this

amount 50m shares are to be
placed on to the Venezuelan
market; but the number
eventually placed with local

investors could be much
greater, and the government
is placing much emphasis on
Its goal of increasing the
base of domestic investors,

even if partly to placate
growing nationalist senti-
ment after local political

opposition sank efforts ear-

lier this year to sell the
Banco de Venezuela.
An additional 9 per cent of

Cantv’s shares are being
reserved for employees,
while another 75m shares
will be held in reserve by the
Fondo de Inventories de
Venezuela (FTV), the privati-

sation agency. These are
being reserved for domestic
investors, providing there is

enough demand.
Retail investors are being

tempted by an Incentive in

the form of a price discount:

3 per emit if they pay in cash
and 5 per cent if purchases
are financed by the FTV. FTV
credit is available for two
years at 12 per cent interest

(compared with an annual
inflation rate of 115 per
cent), with only a 30 par coat
down payment, although
stock bought- in this way
cannot be sold until foil pay-
ment has been made. "They
had to make the offer attrac-

tive: we are coming out of
one of the worst recessions
in decades," said one ana-
lyst.

Bankers expect the offer

could create between 128,000

and 150,000 new sharehold-
ers. By comparison, Blectrlc-

idad de Caracas, the biggest
company at present on the
stock exchange, has 80,000
shareholders. Retail orders
most be placed for a value of
between Bs100,000 ($212). for

which the FTV guarantees

the allocation of shares, and
Bs5m ($10,638)- An additional

50 per cent of the orders
placed will be guaranteed
during the first week of
book-building, provided
there is a sufficient supply.

Retail orders will only be
accepted for the first two
weeks. "We want to make
sure we have at least a week
of leeway for everyone to
pay on time,” said one of the
local underwriters, adding
that “the credit risk is much
larger than what we are
used to".

The global managers of
the IPO are Lehman
Brothers and SBC Warburg,
with JP Morgan as co-leader

and CS First Boston and DLJ
as co-managers in the US. In
Europe ABN Amro, Latlnv-

est and Caspian were chosen
to aid in the placement at
shares. Institutional inves-
tors must order a minimum
of 200 shares, but have no
maximum limit There is no
guaranteed minimum alloca-

tion.

FT/S&P ACTUARIES WORLD INDICES
Tim FTVB8P Actuaries World Indces ore owned by FTSE intentional Limited. Gokfcnen. Sachs & Co. and Standard & Poor's. The foeflees ana compiled by FTSg hbanwtfonal
Limited and Standard & Poor’s in conjunction with the F-aodty of Actuaries and the Institute ol Actuaries. NKWear Secutttos Ltd. was a co-founder of the Indices.
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; This Week

i.
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One item of information wjjj

be particularly keenly
awaited by the US bond
markets this week - the
identity of the party which
will control the House of
Representatives for the next
two yearn.

A successful Clinton
re-election bid is already
fully reflected in stock and
bond prices, but there is

increasing anxiety in the
market over the House,
particularly given the
"anti-business” reputations
of some of the Democrats
who would take over
committee chairmanships.
Dealers might also

welcome the dose of
certainty which the elections

will provide after recent
volatility. Last week saw the
equity market fluctuate
broadly, with the Dow Jones
Industrial Average closing
below 6,000 on two
occasions. The bond market
continued Its sustained rally

until Friday, when
profit-takers pushed the
yield on the benchmark
Treasury long bond back up
to 6.68 per cent. It had traded
to yield more than 7 per cent
for most of the year.

The late fall in bond prices
followed gains made on the
back of Friday's employment
and factory price figures,

which were in line with
expectations. The
unemployment rate

^JdbfcAuthe&

BenchmarkyWd obv» {%f

remained at 5.2 per cent in
October, the same level as in

September. Average
payn ingc remained

unchanged.
Thursday will see the

release of consumer credit

figures for September,
generally regarded as a good
indicator of demand in the
economy. The consensus
forecast, according toMMS
International, the research
organisation, is for an
increase of S5-3bn, compared
with the previous month's
$3.3bn.

Reaction to the British

Telecom/MCI merger will

dominate trading in the
London equity market today
as investors digest the
Implications of the deal
Equities are still

recovering from last week’s
move Mr Kenneth Clarke,

the chancellor of the
exchequer, to raise base
rates by a quarter ofa
percentage point
Shares rarely do well

when interest rates are
rising but even gilts showed
little enthusiasm for Mr
Clarke's apparent display of
anti-inflationary seal.

Some cynics suggested the
rate rise might be a sop to

the markets before a
give-away Budget later this
month; others argued that
since a quarter-point move
was hardly likely to have
much effect on the economy,
further rises were likely to
follow.

On the latter Issue, the
main focus of the week will

be the Bank of England’s
quarterly inflation report on
Wednesday. The Bank was
widely seen as having
pressured the chancellor
into last week’s move.
“On the basis that one

quarter-point rise in base
rates is unlikely to quell the
Bank’s inflation concerns,
we think it will he calling for

more in the future,” says Mr
Nigel Richardson, head of

COtmODmES By

Focus falls on the regulators
Metals market participants
will be watching for mare
news on regulatory reform
this week. The Securities
and Investment Board, the
main UK regulator, is

reviewing the 80 responses it

has received from the indus-
try.

London Metal Exchange
officials - in Australia today
for a conference in Mel-
bourne - said last week that
reforms could come as soon
as the end of the year, when
the SIB report is presented.
The review of the market,

which dominates world met-
als trading with 95 per cent
of the world's copper futures
and 100 per cent in most
other, metals, was prompted
by the Sumitomo scandal.
Mr Yasuhiro Hamanaka,

Sumitomo's chief metals
trader, ran up losses esti-

mated at $2.6bn in unauthor-
ised trading.

The SfB said that one of
the most frequently high-
lighted areas of concern was
the composition of the LME
board and whether this cre-

ated conflicts of interest.

The LME board is made up
of broker members, and it

has been suggested that
reform should include the
appointment of more inde-
pendent directors.

Mr David King, LME chief

executive, said the exchange
expected not to have to

introduce fundamental
changes after the SIB
review, “just fine-tuning".

He said that the LME.
which invited the SIB

review, would use the report

as a catalyst to introduce
changes it already had in
mind, mainly in the area of
providing more data on
stocks and their locations.

“Of course we can provide
more data, but we don’t wish
to bury people in mountains
of it,” said Mr King.
“We will seek changes

which may require changes
in the Financial Services
Act. This may mean asking
for enhanced information on
over-the-counter business
from members.”
He said the LME was

proud of its record on reform
and regulation. “We stand
by what we have done over
the years. We are always
reviewing and actively
changing."

NOTICE TO BONDHOLDERS
FAR EASTERN TEXTILES LTD.

(Incorporated as a company limited by shares in Taiwan,
Republic of China)

US$50,000,000
4 per cent. Bonds due 2006

For Eastern Textile Ltd, hereby notify you that we hove already

lodged and notified the Taiwan Stock Exchange (“TSE”), for

the luting of ECs on the TSE. Bondholders may now exercise

their conversion rights and ECs issued win be listed and traded

(separately from shares) in the TSE.

A coverting Bondholder should appoint its own local agent

which shall perform the following dudes for and on its behalf:

apply for conversion, act as custodian of the Shares or ECs, open
a securities trading account and NT Dollar bank account, effect

Bade confirmations and settlements, apply for remittance of sole

proceeds of Shares or ECs, pay taxes, exercise rights attaching to

the Shares or ECs and perform such other matters as may be
designated by such converting Bondholder. Bondholders who
exercise (heir conversion rights before (and excluding) the 28th

December (the “Consolidation Date"), of each calendar year,

will receive their ennded ECs for that same year of the

conversion. Any rights exercised on or thereafter, shall receive

ECs of the following calendar year.

Holders of ECs who exercised their conversion rights prior to

(and excluding) the Consolidation Date of each calendar year

will have their ECs exchanged for shares within approximately 2
to 2 '.m months after the Consolidation Date (as this length of

time may be required by the relevant R.O.C. Government
agencies in order to process the corporate registration in relation

to the capital increase for new shares). Holders of ECs who
exercised their conversion rights on or after the Consolidation

Due will not have their ECs exchanged into shares until

approximately 2 to 2'/r months niter che next Consolidation

Date. Bondholders will have their ECs exchanged on a one-to-

one basis.

Dated November 4. 1996. CfTJBANO

Australia andNew Zealand
Banking Group Limited

Amoaiun Company Num&r 005 357 522

( Incorporated with fimiiai KaMity in the State^Victoria, Australia)

U.S. $300,000,000

Perpetual Capital Floating Rate Note*

For the six months 31st October, 1996 to 30th April, 1997 the

Notes will carry an intern* rate of 5-775% par annum with an

amount of interest U.S- $290.35 per U.S. S10.0CW Note and US.

$7,259.85 per U.S. $250,000 Note, payable on 30* April, 1997.

Listed on the Luxembourg Stock Exchange.

Bankers Trust
Company, London AgentBank

JL. ALLIANCE
LEICESTER

ASmer&Lckma DuJdimSodOT

£40,000,000

Subordinated Hosting Rate

Nous 1998

Fw the «*x nK*ui» 3 1a October, 1996
to 3Wi April, IW, die Nam «D
catiT«

I

ntuat Rate oi 6S615 % per

annum with an rotate anwifU of

£17jQ15.24perI50Q43CONote,payable

on 30* April, 1997.

DmliileUualumtSmri fn lm
BmltmThw

Bank of
Commimiratinn,
fHe DnHfBev flank of*

ifarRcftdbfectfClaaal

US. 5100,000,000
Boating Bare Note* doe200

1

fathflnvnnodllii^uba IW&co
.Vkh April. IWarNnudianj Rant
rf 5.JHV pa aw iM ii. mh
Co^on Aam US J7.IWL0I pa
US KWiOO Kk. Tfccnfc-a* fa.Am Ete nil brM Apt* im?.

Bmlnntiaa

CENTRALS NUCLEAIKE
EUROPEHWE A NEUTRONS

RAPIDES SA. - NERSA
FRF 400 000 000

,

GUARANTEED FLOATTNC
RATE NOTES DUE 1997

LSIN CODE : FR00C88I8TZ8

Far the period October 31. 1996
to January 31. 1997 the new rate

has been fixed m 3.55312% P.A.

Next payment date

;

January 31. 1997

Coupon nr : 31

Amount :

FRF I SI.60 for (be

denomination of FRF 20000
FRF 908.02 for the

denomination of FRF 100 000
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bond research at Yamalchi
International (Europe).
The industrial production

and manufacturing output
figures will show whether
that sector Is recovering, as
suggested by last Friday’s
survey of purchasing
managers. The consensus is

for month-on-month rises of
0-5 per cent
A raft of results will also

give a clue to the health of
the corporate sector. British
Airways, BP and Marks and
Spencer are among the
companies reporting.

^IrMttKFURT By Andrew. Fisherrcdrew, Fisher'..;

All eyes will be on the US
this week but the

presidential election will not

be the only news awaited by
followers of German bond
and stock markets.
Industrial production, new
order and unemployment
data are due, with several

big companies releasing

nine-months results. Also
looming is the huge
part-privatisation share
issue by Deutsche Telekom,
which analysts expect to be
twice or three times
oversubscribed; the initial

share price will be set in two
weeks.

Anxiety over the
possibility of budget-fudging
to ensure a punctual start to

European monetary union in
1999 could also affect

sentiment. Several bankers
expect the markets to suffer

further upset - for political

or economic reasons - in the
run-up to Emu. despite their
recent calmness.
France’s attempt to

squeeze through the
Maastricht criteria by means
of big pension fund transfers
from France T&16com has set
alarm balls ringing

“This kind of fudging is

erasing all efforts to lend
credibility to ba Emu
project and to promote
confidence In the future
euro's stability,” warned
Frankfurt-based economists
at Industrial Bank of Japan.

Benchmark yieldcurve
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Since the European
Commission and tbn

European Monetary Institute

are about to publish reports
on progress towards Emu
convergence - the EMX holds
its monthly council meeting
tomorrow - markets will

soon have plenty to digest.

On the domestic front,

results from Commerzbank
- following profit rises at its
main rival banks — the
big nbpmimi concerns could
add stimulus to a stock
market which has already
set new records this year.

."hsrj v?,r

For the short week following

Japan’s three-day holiday

weekend, markets will be
focused on the US elections

and. domestically, the

Inauguration of the new
government after the

expected November 7 special

parliamentary session to
confirm the prime minister.

The equity market, in

particular, is likely to

continue lurching along on
thin volume, with the Nikkei
Average staying between
20,000 and 21.000.

Suspicion that the new
government will be even less

stable than the last has
outweighed relief over the

return of the conservative

LDP in last month's election.

While still dominant, the

LDP is short of an outright

majority and vulnerable to

the demands of its unofficial

partners, including the
Socialists, who have agreed
to back it on key issues.

The stock market, in
particular, has shown
disappointment with the

political outcome,
particularly the LDP’s
back-pedalling on promises
of stimulus measures.
Foreign investors, who

helped drive the market up
in the middle of the year,

have accelerated selling on
concern that the strength of

the dollar wiD hurt their

yen-denominated stocks.

Equity traders said some

Benchmark yield curveW
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large US mutual fund
operators had been
unwinding Japanese equity

holdings, as had
non-resident securities

houses with book-closing at

the end of November.
The heavy foreign selling

has not only dragged down
the market, but also

discouraged domestic
investors from active

buying. However, analysts

believe that a rise In the

yen’s value may encourage
the return of foreign buying
interest.

I CROSS BORDER M&A DEALS
(

BIDOER/1NVESTOR TARGET SECTOR VALUE COMMENT

LVMH (ftance) DFS (US) Retailing $2-47bn Majority stake

CaNaMrgy (US) Northm Elect (UK) Power $1.22bn REC buying?

Henkel (Germany) Loctite (US) Adhesives Sl.lbn Bid for control

Anglo American (SA) Lonrho (UK) Holding
company

$411m Bock sells

stake

PetsMart (US) Pet City (UK) Retafllng S224m European plat-

form for buyer

Proton (Malaysia) Lotus (UK) Car maker $81m Leapfrog in cars

Bridgestone (Japan) Fedstone (SA) Tyres $62m Agreed In

principle

Perkins Foods (UK) Disselkoen
(N'lands)

Food $25m

1

Continued Euro-
growth

MOSCOW
Indications that President
Boris Yeltsin’s heart bypass
operation is imminent will
produce further apprehen-
sion in eastern and western
European equity markets
this week. Confirmation that
the treatment has been com-
pleted successfully, however,
would remove a small cloud
that has hung over Frank-
furt, Zurich and Vienna in
recent weeks. The domestic
market, on hold at the end of
last week, is unlikely to
make further progress while
the operation still looms.

AMSTERDAM
Third-quarter results from
KNP BT, in paper, printing
and packaging, DSM in
chemicals and oil major
Royal Dutch all disappointed

WS/ML*

the market last week. This
week brings airline, KLM.
another chemicals group.
Akzo Nobel, and foods to
detergents giant, Unilever.
KLM is expected to pro-

duce a 10 per cent drop in
July/September earnings, in
spite of an exceptional con-
tribution from the sale of
Northwest Airlines preferen-
tial shares back to North-
west UBS says only further

restructuring or a share buy-
back will boost the shares.
In a move that goes against
tradition, Mr Pieter Bouw.
KLM president is expected
to comment on the figures
tomorrow, and analysts will

be hoping to hear more
about the potential restruct-

uring of the European air-

lines industry.
Akzo Nobel, due on

Wednesday, is likely to be
held down by a loss In fibres

but UBS. at the higher end

V-
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Of a F\ 315-F1 343m earnings

range, says the company
should benefit from down-
stream chemical and health-

care exposures. For Uni-
lever, expected on Friday,
hopes of restructuring and
sell-offs raised by recent
statements by Mr Nlall Fitz-

gerald, the UK co-chairman
of the UK/Dutch complex,
were modified later last

month by Mr Morris Tabaks-
blat. his Dutch counterpart,

who said the activities in
question at Unilever NV
would account for less than
10 per cent of sales.

HONG KONG
A note of caution is expected
to descend on the Hong
Kong market this week, fed

by uncertainty in the US,
writes Louise Lucas. Longer-
term, however, brokers are
bullish that the Hang Seng

index - which closed on Fri-

day at a record 12,529.27 -

will climb higher in the
run-up to Christinas.

Investors will start the
week digesting October US
jobs data - released on Fri-

day night Hong Kong time -

and are likely to be sidelined

by uncertainty ahead of the

US presidential elections.

The Hong Kong stock mar-
ket is now closely linked to

the US long bond yield,

which could be affected by
the job figures and their
implications for economic
growth and inflation.

Turnover In the Hong
Kong market, which has
been strong, may also
retreat this week, brokers
reckon. Points of interest

include a rash of new list-

ings. one of which is the
China Resources spin-off.

Beylpg LSLnd, whose Hong
Kong .IPO* was said to be

very heavily oversubscribed.

Investors will also be
looking at Hongkong Tele-

com, once the market's high-

est capitalisation stock,

which Is due to release its

interim results tomorrow.

SYDNEY
Low inflation and wages
growth may enable the

Reserve Bank of Australia to

cut rates by up to 50 basts

points at its meeting tomor-

row, analysts said last Fri-

day. The reduction would
take the official cash rate to

6.50 per cent, its lowest level

in two years. Banks were
weak on Friday ahead of the

US payrolls report later that

day. but traders said domes-
tic interest rates, and Lon-
don Metal Exchange base
metal price fluctuations,

would he an important focus

this week.
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US elections and pound to be centre of attention
By Graham Bowtey

The US presidential
elections will be the centre
of market attention this

week. A Clinton victory has
already been priced into the
market. More crucial will be
which party gains the upper
hand in Congress.

A Congress dominated by
Democrats would probably
lead to a weakening of the
dollar, since they are likely

to be looser on fiscal policy

than the Republicans.
After last week's quarter

point rise in Interest rates to

6 per cent, the UK economy
and the pound will also be in

focus this week.
.

The pound surged again
last week, raising concerns
that its strength might dam-
age UK exporters. But indus-

trial production figures due
tomorrow are expected to

show manufacturing output

continuing its consumer-led
recovery, regardless of the
currency's strength. Signs of

stronger growth in manufac-
turing will fuel the pound’s
appreciation, as will evi-

dence of continued strength
on UK high streets in Thurs-
day’s distributive trades sur-

vey by the CBL
The Bank of England will

give its view on the pound's
strength and whether
another rise in interest rates

is needed in its quarterly
inflation report on Wednes-
day. Financial futures mar-
kets still expect Mr Kenneth
Clarke, the chancellor, to
have to raise interest rates a
few more quarter points
before the UK general elec-

tion, expected next spring.

The Bundesbank’s council
meets on Thursday but is

expected to leave interest
rates unchanged.
Traders will be keen to see

how the Swiss franc per-

forms. The currency fell last

week over fears that the
authorities would suspend
Swiss banking laws, which
might trigger a flow of assets

out of the country.
The European Monetary

Institute’s monthly meeting
tomorrow may attract more
attention than usual given
the recent debate over coun-
tries’ attempts to meet the
Maastricht fiscal criteria.
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THE BT-MCI DEAL

Maverick looks to marriage as path to maturity
Pfiphnno * “ ^ A-

MCI was bom in the 60s with a contempt for monopolies, writes Tony Jackson
Perhaps the most succinct
desaiption of the BT-MCI deal

from Sir Peter
Bonfield, BTs chief executive, it
was. he said, a merger between
"tne world’s most successful mar-«« entrant and the world’s most
successful market defender".
MCI is the maverick among

telecoms operators! Since its
humble beginnings almost 30
years ago. it has prided itself on
taking on and beating what its
executives contemptuously call
the “phone companies": the old-
style monopolies or former
monopolies, such as AT&fT or the
Baby Bells.

Although it would be indiscreet
of MCI to say so. a fine exampleM the old-style “phone company"
is BT. The UK group bag proved
adroit at fending off new compet-
itors from its old monopoly turf.
In that sense, the two companies

may have much to ^>1
other.

MCTs origins lie in the late
19609, with the installation of
microwave towers along the
highway from Chicago and St
Louis to allow truckers to com-
municate by mobile phone with
head office.

By January 1971 it had become
the first company authorised to
compete against AT&T in the US
domestic long-distance market.
As Mr Gerald Taylor, MCI’s

president and one of its first half-
dozen employees, said yesterday:
“We were bam in the 1960s - a
time of turmoil, change and even
chaos. That undoubtedly shaped
what we are today."
Another thing which shaped it

was the intense hostility of the

incumbent monopolist, AT&T. To
win the right to use AT&T’s net-
works, MCI spent its early days
in perpetual litigation.

“Someone described the early
MCI", Mr Taylor said, “as a law
office with an antenna on its

roof."

Another element mariririg it off

from the conventional phone
company was its financing. For
many years, it paid for its head-
long growth from hand to mouth.
In the 1980s. it relied heavily on
junk bond issues through Mr
Michael Milken, the disgraced
financier.

There is no denying the compa-
ny's growth record. Between 1980
and 1985, Mr Taylor recalled, it

increased its sales and employees
by a factor of 10. At the start of

the 1990s, it had half the reve-
nues of today. In the first nto*
months of this year, sales rose 21
per cent

It also prides itself on its mar-
keting- From MCI’s viewpoint,
the defining characteristic of the
average “phone company” is that
it has captive customers. MCI
piaimo to have one erf th»» best
marketing databases in the US,
which enables it to classify cus-
tomers by 2^)00 variables.

A clear example of Its market-
ing prowess is its “Friends and
Family” programme, which
allows discounts on frequent
long-distance calls to specified
individuals. The hwa been
taken up by BT in the UK.
MCI also stole a march on its

US competitors earlier this year

with its MCI One brand, a one-
stop phone package offering a
cellular phone, a pager, an
e-mail address and Internet
access.

Consumer marketing apart,
MCTs other main expertise is in
the sophisticated services it

offers business clients, which still

supply two thirds of its revenues.
It relies heavily on technology,
such as its socalled “intelligent

network” and its leading position
in supplying the backbone to the
Internet.

But It claims to shop around
for technology, rather than
develop its own. Pushing propri-
etary technology at the custom-
ers, MCI argues, is typical of the
old-style monopolies.
. There may be an element of

conflict here. One of the attrac-

tions of the deal. Mr Taylor said,

was that “BT has a lot to teach
us in the area of technology". It

remains to be seen how BT’s
engineers will react to MCI shop-
ping around.

But any possible drawbacks for

MCI, It Is clear, are overridden by
one paramount consideration.
The deregulation of the US phone
industry faces the company with
a novel challenge.
Attacking local phone markets

will come naturally enough to
“the world's most successful mar-
ket entrant".

But for the first time, MCI also
finds its own traditional market,
long distance telephony, under
attack from a new set of competi-
tors-

Megamerger
ends year of
ups and downs

The new
power lines

When Sir Peter Bonfield
joined British Telecommuni-
cations on January l this
year, he recommended fas-
tening seat belts: “We are in
for a rollercoaster ride."
Not even he could have

predicted the ups and downs
of the company’s progress
this year: from a failed
attempt to merge with the
UK-based telecoms, group
Cable and Wireless in April
through a cliffhanger of a
battle with the telecoms
watchdog - still to be
resolved in the courts - to
yesterday’s megamerger.

Sir Peter says he wants to
see some of MCTs chutzpah
injected into the UK com-
pany. Observers might claim

by the standards of Post
Office Telephones of the
1970s, BT has already devel-

oped aggression to a flna

degree. The UK telecoms
market was opened to lim-

ited competition in 1982' and
BT was privatised in 1984. It

remains the leading provider
of telecoms services in this

UK; its market share has
fallen only 10 per cent since
the market was opened.
Last year it had 83 per

cent of the UK business mar-
ket for telephone calls, 93
per cent of the UK residen-

tial market and a 71 per cent
share of the business and
residential market for Inter-

national call services.

In the early years of com-
petition, however, this was
more due to BTs ownership
of the “local loop", the final

connection between home
and office and the exchange,
than to its marketing skills.

Full liberalisation in the

UK came in 1991 and since

then some 150 operators

have been awarded licenses.

Many of these are cable

operators with multiple
licences. Only in the past

couple of years have the

cable companies - uniquely

allowed to offer both tele-

phony and entertainment in

the UK - made any impact

on BT’s market share.

The cost of equipment and
call charges are falling:

partly because of technol-

ogy, partly because of com-
petition. The challenge for

any large operator today is

to protect its home market
while avpawriing overseas to

promote revenue growth.

BT is recognised as a
European leader in both
spheres. It has improved effi-

ciency to the point where it

. . -v* - VS

Is only a percentage point or
so off "best of breed”. It has
reduced the numbers of Its

employees by 40 per cent
over the past five years to
about 130,000 today.

It has formed alliances in
Germany, France, Italy,

Spain and Norway. It has
operations in more than 30
countries although it is

weak in Asia-Pacific. A deal
with C&W, which has a
majority holding in Hong-
kong Telecom, would have
resolved this weakness and
created an operator with
unsurpassed geographic
reach. The two companies
could not, however, agree an
major issues and the pro-
posed deal was abandoned.

Its most important inter-

national alliance has been
with MCI in which it took a
20 per cent stake two years
ago. The “Concert" joint
venture arising from the affi-

ance is the flrsCHX) 1 reefeffre ‘

fall regulatory permission in
the US and Europe.
BT has more than 27m

lines in the UK; over 20m
residential lines and 6m
business lines. On average
100m local and long distance
calls are made each day.
BT’s performance in the UK
has in recent

.
years been

marked by increasingly acri-

monions, battles with Mr
Don Cruickslumk, the tele-,

corns regulator, resulting
last year in a referral to the
Monopolies and Mergers
Commission over number
portability, the right of a
subscriber to retain the
anirifl number when chang-
ing operators.
BT had the worst of that

battle. This year it has taken
the regulator to court over
Trig decision to link the. con-
trol of BT’s prices over the
next five years with a new
licence condition which will

give him fresh powers to

root out and put an end to
anticompetitive behaviour.
The company has a major-

ity stake in the mobile
phone operator Cellnet. The
other shareholder. Securicar,

Is anxious to dispose of Its

holding but has. been refused

permission to sell it to BT.
The group is also developing
a number of initiatives in
the multimedia field Includ-

ing video-on-demand, high
quality Internet services,

games played over the tele-

phone network and interac-

tive public kiosks for infor-

mation and other services.
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Top jobs reveal an equal balance
Both BT and MCI insisted

yesterday that the deal,

while in some formal
respects a takeover, is in
reality a merger. “If you look
at the management struc-

ture,” Sir Peter Bonfield
said, “these are two compa-
nies- coming together as
equal partners." The chart
seems to bear him out.

The two joint chairmen of
Concert, Sir lain Vallance of

BT and Mr Bert Roberts of
MCI, are contemporaries. Sir

Tam, 54, joined the old Brit-

ish Post Office in 1966, and
has been Chairman of BT
since 1987. There have been
rumours lately that he
wants to leave the job in the
next year or two.
Mr Roberts, also 54, joined

MCI in 1972, the year it wait
public. An electrical engi-
neer. he became chairman
and chief executive in 1992
on the death of Mr Bill

McGowan, co-founder of the
company. He was the archi-
tect of the deal with Mr
'Rupert Murdoch's New Corp
to offer digital satellite ser-

vices in the US.
Beneath those two comes

arguably the key figure in
the new organisation, chief

executive Sir Peter Bonfield.

At 51, Sir Peter is one of the
UK’s most highly regarded
executives.

Also an engineer. Sir Peter
spent some of his early life

in Dallas as an employee of
Texas Instruments. From
1985 be headed ICL, the UK

computer company, surviv-
ing a takeover by Fujitsu of
Japan to make ICL one of
Fujitsu’s most successful
businesses. He moved to BT
as chief executive at the
start of this year, following
the departure of Mr Michael
Hepher.
Next comes Mr Gerald

Taylor as president and chief
operating officer, the same
post he holds at MCL Mr
Taylor joined MCI in 1969,

the year after it was
founded, and claims to have
been among its first six
employees. He has been two
Years in his present job and
has responsibility for inter-

national operations.
At the operating level,

BT’s UK operations will be

headed by Sir Peter. MCI in
North America will be
headed by Mr Tim Price,
who heads MCTs specifically

telecoms business.

A non-technologist. Mr
Price is essentially a market-
ing man who joined MCI in
1984. He was responsible for

the highly successful
Friends & Family brand, and
also for 1-800UOULECT.
The job of finance director

in the new organisation goes
to the chief financial officer

of MCI. Mr Doug Maine. He
joined MCI as a finance man
in 1978 and has been CFO
since 1992. Meanwhile BT’s
finance director, Mr Robert
Brace, goes off to head Con-
cert’s operating alliances,
including those with News

THE

Corp arid Microsoft
Significantly, the top legal

officers from each side - Mr
Colin Green of BT and Mr
Michael Salsbury of MCI -
will remain in place, in both
the UK and US. much of
Concert's time will continue
to be taken up by the regula-
tory authorities, and this is a
job for specialists.

Elsewhere the impression
of even-handedness remains.
MCI will provide the heads
of strategy and technology,
BT the heads of human
resources and multimedia.
And while BTs Mr Alfred
Mockett will be head of the
international side, the
important job of systems
integration goes to Mr Scott
Ross of MCL
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US rivals likely to fight hard to stop the deal
The regulatory battle lines

have already been drawn.

For BT and MCI, there is lit-

tle doubt about the. forces

arrayed against them: AT&T
at the front, with a group of

powerful regional telephone

companies (or Baby Bells) in

the rear.

The result, whatever Fed-

eral and state-level regula-

tors decide, is likely to be a

prolonged US court battle.

The relationship between

AT&T and MCI over the past

decade and a half has been

defined by a spate of legal

v skirmishes and regulatory

I tangles, as the smaller

upstart has chipped away at

Ma Bell’s dominant position

in the long-distance ^
tele-

phone business. The BT deal

presents a perfed opportu-

nity for AT&T to W to tie

MCI, its most successful and

aggressive competitor, in

regulatory knots.

Also, with the US telecom-

munications market about to

undergo great change, this is

not the sort of chance that

AT&T and the Baby Bells

would be likely to pass up.

The US’s SlOObn local tele-

phone business, currently

the preserve of the Bell com-

panies, is about to be thrown

open to competition, and
MCI - with networks
already in place in many US
cities - presents an. even

more immediate challenge to

the Bens than AT&T.
There is also considerable

personal antipathy, that will

make this a particularly bit-

ter fight. “Bert Roberts [MCI

chairman] is a sabre-rattler,"

says Mr Berge Ayvazian, a

consultant at the Yankee

Group. “He’s been the most

vociferous about how the

local markets need to be

opened - and about how the

[Bells] don’t have a chance

in long distance."

Competition in the $75bn

— r Y

long-distance business,
meanwhile, has become
increasingly ferocious. MCI
has just over 20 per cent of
the market, compared with
AT&T’s 50-55 per cent, and is

growing more than twice as
fast AT&T’s share price has
tumbled as investors have
begun to doubt Ma Bell’s

ability to fend off more nim-
ble competitors.
AT&T has not wasted any

time. Within hours of the
BT/MCI news, AT&T indi-

cated where its campaign -

would be directed: whether
the UK had carried out a
“complete and unqualified
opening” of its own market
The US's Federal Commu-

nications Commission,
which must approve invest-
ments of more thaw 25 per
cent in US carriers, mada the
question of reciprocal access
to foreign markets the focal
point of regulatory consider-
ation a year ago. The FCC

said it would be the first con-
sideration in any review.
The UK telecommunica-

tions market is generally
agreed to be more open than
any other in Europe -

including France and Ger-
many, whose telephone com-
panies were allowed to take

10 per cent stakes in Sprint,

the tbird-biggest US
long-distance company, this

year. AT&T, for one, ia

already a full competitor to
BT In the domestic market.

The UK also said this sum-
mer it would allow compa-
nies other than BT and
Cable & Wireless to own
interests in the cables that

cany international calls.

According to AT&T, how-
ever, this does not add up to

a fully open market There
are still many practical

obstacles to competing with
BT in the UK, it said; for

example, UK callers have
greater difficulty in connect-

ing with their carrier of
choice than US callers do.

The deal also needs the
approval ofUS anti-trust reg-

ulators- The combined com-
pany’s large share of transat-

lantic telephone traffic could
be an issue, but the prospect

of Md becoming a stronger
competitor in the US is

likely to increase its chances
of approval
A year ago, the FCC said

that it too, would look to

“the general significance of

the proposed entry to the
promotion of competition” in

the US when considering an
international investment.
With the local telephone
business about to be opened
to competition, timing would
seem to be on BTs side.

FCC decisions, however,
are open to challenge in the

courts - and one agency
decision has recently been
successfully challenged by
the Baby Bells.

Nov 96t British Telecommunications and MCI announce merger
plans.

te Oct 96: Cable & Wireless merges its Mercury tetoeoms business
wttft three North American-corTtroDed cable television groups -

BaD CaWemedia, Nynex CableComms and Videotron.

Oct 9fie Veba and RWE two of Germany's largest conglomerates,
announce plans for a DM8bn (E3_4bn) telecoms affiance to
challenge Deutsche Telekom.

te Sep 96: BT Invests £1.1 bn in Cegetai, the telecoma subsidiary
of Compagnle Generate des Eaux.

Aug 96: WorldCom, the fourth-latest US carrier, announces
plans to buy MFS Communication, a business telecoms group,
for $14bn.

Jut 96: European Commission approves France Telecom and
Deutsche Telekom's Attaa “aupariisnier* aManoo and their global
affiance with Sprint of the US. called Global One.

fe Jim 96; KoninkfijkePTT Nederland, the privatised Dutch telecoms
company, andTelia of Sweden chosen to take a strategic% per
cant stake in Telecom Bream, Ireland’s state-owned earner,

fe May 96: BT and C&W abandon merger talks,

te Apr 96; Befi Atlantic and Nynex of the US announce SSibn
matter.

Ge Apr 96cSBC Convnunicatione, formerly known as Southwestern
Befl, egress to pay Sl7bn for Pacific Telesta.

te Mar 98: BT and C&W reopen talks on merger.

•» Fab 96: US West to pay SIbn for Continental Cablavision, a US
cable TV group.

like BT. it must lean* to be a

market defender. Besides now
skills, this will take money. US
telephony. Mr Taylor remarked,

“is an Industry with a voracious

appetite for capital".

MCI is now in the middle of a
$2bn capital spending programme
to build its own capacity in local

markets. BTs financial backing,

he said, would allow MCI to be
"more aggressive": that is, bring
its spending forward.
BT, meanwhile, seems to be

relying heavily on MCTs ability

to open up markets. “There is no
doubt in my mind", Mr Robert
Brace, BTs finance director, said
yesterday, "that the best returns
for us will be in- the US local

market. If 1 were a betting man,
I'd put my money on MCI open-
ing that up.”
And, of course, BT has done

just that

DEAL TERMS
By Tony Jackson

Finance
details

set out
special

dividend
Under the terms of the
proposed merger, MCI
shareholders will receive
the equivalent of 5.4 BT
shares plus $6 for every MCI
share they hold. The share
payment will be in the form
of American Depositary
Shares (ADSs) in Concert
These will replace the

existing BT ADSs. which
represent 10 BT shares each.
The Concert shares will be
listed in London and Japan,
and the ADSs in US.
The cash element will

total up to SSBbn (£2.3bn),

with MCI shareholders own-
ing around 34 per cent of
the gronp.
BT will pay a special divi-

dend of 35p net to its share-
holders, costing £2.2bn, pay-
able next September along
with the final dividend for
the year ending March 1997.
This is not- conditional on
the deal going through.
BT said it did not expect

the payment to be affected

by recently proposed UK tax
changes halting tax credits

on special dividends.
It also proposes buying

back up to 10 per cent of its

enlarged share capital fol-

lowing the deal.

BT said yesterday its total

dividend for the current
year (excluding the special
payment) would be I9.85p
net. an increase of 6.1 per
cent This would consist of
an interim payment of 7.9p
followed by a final ll-95p-

It said dividend payments
should continue to grow
thereafter: however, it

warned they would do so
less quickly than earnings,
so that dividend cover
would increase over time.
Future dividends are to be

adjusted to reflect the spe-
cial dividend, beginning
with next year’s interim
payment If applied to the
1996 total payment of 18-7p,
this would have reduced it

to 16.8p.

BT also warned of modest
earnings dilution for its

shareholders in the first
year, of the order of 5 per
cent
MCI shareholders will not

receive dividends in respect
of BTs current year, or the
special dividend, even if the
deal is concluded before the
year end.
However, they will receive

BT’s fall dividend for the
following year, provided the
merger closes by the year-
end of March 1998. The
merger is expected to he
concluded in autumn 1997.
BT said the combined

group would have a gearing
ratio (net debt to equity) of
around 65 per cent after the
merger and special divi-
dend. This compares with a
pro forma figure of 54 per
cent
Gearing would rise as a

result of expansion in
Europe and the US local
market, but would begin to
fall after 1998. Combined
cash flow from operations
was forecast at £7.5bn.
Cost savings are forecast

at a cumulative £i.5bn pre-
tax over the first five years.
By the fifth year savings are
forecast at £500m annually.
Savings are to be achieved

through:
• common software devel-
opment;
• purchasing and operating
efficiencies;

• increased revenues;
• lower depreciation
charges, resulting from a
cumulative $l-5bn reduction
in capital expenditure over
.fhl.fh.imnw. .....
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MARKETS: This Week

Philippines pauses for breath
After a spectacular first half,

with the composite index
posting 27 per cent growth in
dollar terms, the Philippine

stock exchange has under-
gene a mood swing. In spite

of one or two gains on the
back of impressive third-
quarter corporate results,
the PSE has dropped 13 per
cent in dollar terms in the
past month.
The correction, which has

pushed the composite index
back under 3,000 points to
levels first reached late in
1993, has been driven mainly
by bearish foreign senti-
ment. Overseas funds'
involvement has dropped
from 70 per cent of turnover
in the first half of the year to

about 50 per cent now while
daily turnover has halved to
around 2bn pesos fUS$85m).
With third-quarter corpo-

rate results averaging
almost 30 per cent growth
and average broker Forecasts

putting 1997 earnings growth
at 25 per cent, few believe

the downswing will persist
Many, including several for-

eign brokers, say the south-
east Asian correction has all

but played itself out. When
tomorrow's US election is

out of the way. they say,
funds will flow towards
emerging markets again.
“The Philippine economy's

fundamentals have not
changed one jot over the last

sis months, yet we have

gone from bull to bear in
very short order,'* said Mr
Alex Pomento, chief
researcher at 1NG Raring^ in
Manila. “The reasons are,

therefore, external to the
Philippines. Once funds start

flowing back, the PSE will

boom again."
After the US election, the

likelihood of a rise in US
interest rates will increase.
Contrary to conventional
wisdom, many believe this

will trigger a stronger flow
of investment in emerging
market equities. Although
the Philippine peso is infor-

mally pegged to the US dol-

lar. analysts say the PSE
and other Asian markets are
now cheap compared with
US and European stocks.

Also, there axe signs that
the regional slowdown in
electronics exports will be
reversed as global semicon-
ductor prices pick up again.

This should boost foreign
confidence in markets such
as the Philippines, where
electronics accounts for 40
per cent of total exports.
However, macroeconomics

alone do not explain the full

story of the PSE’s recent
decline. Falling exports
apart, local and foreign fond
managers have reappraised
their view of specific Philip-

pine stocks over the past few
weeks, with property compa-
nies suffering most.
Accounting for 24 per cent of

litiSMs (F4ba*ec0 in$ twins

,

iao
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the composite index but
more than a third of turn-

over, property shares have
driven the Philippine market
in the past three years.

But fears that the Philip-
pine property sector has hit

a peak - with the latest
Manila real estate deal hit-

ting 460.000 pesos/sq m -

have led to steep falls in
most leading property stocks
in the past month. Worries
about the sustainability of
the country’s high-end prop-
erty boom are unlikely to
abate when funds start flow-

ing back to Manila, brokers
say.

“Everybody is quite under-
standably worried about
property,” said Mr William
Daniel, head of BZW'b
Manila office. “There is a
case now for being much

1 ING BARING SECURITIES EMERGING MARKETS INDICES

Index 25710/96
Weak on week movement Month an month movement

Actual Percent Actual Percent
Year to date movement

Actual Percent

World (447)

Latin Amsrics
...156.68 -160 -1.00 -4J80 -357 +9.12 +6.18

Argentina (22) 96.06 +1.04 +1.09 -0.77 -0.80 +359 +354
Brazil (24) 248.09 -1.60 -0.64 +4.45 +1.83 462.00 43352
Chfte (IS) 184X30 -4.72 -2.50 -167 -1.43 -1156 -551
Cotambta (13) 179.65 42.55 +1.44 +6.54 +3.78 +15.40 +958
Mexico (27) 7B.30 -2.23 -2.76 —4.G9 -5.65 +4.70 +659
Peru (12) 109917 -39.27 -3.45 -6851 -5.84 +3052 +254
Venezuela (6) 58.83 -357 -557 +007 +1.67 +3152 +113.87
Latin America (119)

.

Europe
-139B5 -167 -1.39 -1.86 -131 +18.71 +1357

Czech Rep414) 98.34 -3.05 -3-00 -9.13 -8.50 +22.04 +28.88
Greece (20) 118.15 +1^3 +1.66 +O.03 +0.03 +20.18 +20.60
Poland (25) 328.93 40.71 +052 -38.05 -1057 +127.78 +6352
Portugal (IS) 137.88 +0.5

5

+0.40 +1.13 +0.63 +2153 +1653
South Africa (30) 136.16 -1.32 -0.96 -4.10 -2.92 -1752 -1153
Turkey (27) 11662 -0.96 -0.80 +1058 +10.10 +3552 +4356
Europe (134)

Asia
...119.97 -0.80 -0.68 -2.71 -251 -156 -158

China (26) 4368 -1.56 -3.45 -056 -2.15 +356 +8.08
Indonesia (SO) 141.18 +0.76 +054 -3.01 -2.09 +254 +1.83
Korea (23) 9433 -3.15 -351 -7.33 -7.1B -42.08 -30.74
Malaysia (24) 265J3S -2AB -0.92 +6.52 +2^2 +37.98 +18.71
Pakistan (13) 68.64 +1.77 +2.65 -258 -352 —456 -6.73
Philippines (18) 291.64 -0.81 -058 -35.56 -1057 +32.47 +1253
Taiwan (31) 174.14 +0.59 +054 -559 -2.95 +4352 +33.11
Thailand (28) 173/0 -4^5 -2.39 -35.62 -17.04 -78.49 -31.16
Asia (193) _ __ — _51009 -1.70 -0.80 -6.02 -4.12 +7.05 +3/47
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more selective about which
Philippine stocks to buy and
there Is also a case to be
especially selective with
property stocks."

Foreign Investors would
do well to steer clear of high-

end property stocks. Compa-
nies such as C&P Homes or
Filinvest Land, which speci-

alise in low to middle-in-
come housing, are consid-
ered safer bets. “There's
very little danger of a buret
bubble in the middle-income
sector,” said one property
analyst “The real worry is

over the health of the luxury
real estate sector.”

The case for a more differ-

entiated view of the Philip-

pine market should not be
confined, however, to prop-
erty stocks. Judging by the
performance of local mutual
funds, the selective approach
Is increasingly rewarding.
Philippine unit trusts have
had mixed results in 1996
with some posting impres-
sive growth and others
foundering.

W.I. Carr, the stockbroker,
says the PSE looks radically
different once the top seven
blue chips, such as Ayala
Land and Metrobank. are
stripped out. The PSE as a
whole is trading at a price/

earnings ratio of 20 com-
pared with 16 for Indonesia
and Thailand. Omit the top
seven companies and the
PSE also drops to a p/e of 16.

On a selective view, then,
the PSE can look cheap.
"The real value in the Phi-

lippines lies in what we call

the ‘emerging blue chips’ or
the second-liners,” said Mr
Chris Hunt, chief researcher
at WX Carr. “If you Ignore
the blue chips, some of
which are trading at ridicu-

lously high premiums to the
market, there are many sec-

ond-line companies with
very strong earnings growth
which are still trading at a
discount."

Brokers say the stare of
the future will be in manu-
facturing and the industrial

sector. Computer parts
assemblers, such as Ionics,

and electronics producers,
such as the Solid group,
could gradually emerge as
the new blue chips. For the
time being, however, most
eyes will be on the US
elections.

CONTRACTS & TENDERS

PALESTINE TELECOMMUNICATIONS COMPANY LTD.
Solicitation of Interest for Technical Management Contract in Palestine

The Palestine Telecommunications Company Ltd, is a newly established joint stock company with an

initial capital of 45 million Jordanian Dinars (nearly US$65 million).

PATEL is preparing to assume the operations of the public telecommunications network. We are soliciting

letters of interest from experienced telecommunications operating companies that have proven and

substantial experience in operating public telecommunication networks in their own countries and in

developing countries. Companies responding to this solicitation should be able to provide a pool of senior-

level technical and managerial staff to perform full operational responsibilities in Che following fields:

•FINANCE
•INFORMATIONTECHNOLOGY
•HUMAN RESOURCE DEVELOPMENT
•CUSTOMER CARE

•CORPORATE PLANNING
•MANAGEMENT, O&M OF NETWORK
•TRAFFIC & TARIFFICATION
•NETWORK PLANNING

Challenge

We wish to move ahead quickly with the technical, entrepreneurial and commercial modernisation of the

Palestinian network. This would entail operating the existing network and transforming it into a customer-

orientated organisation. It will also entail expanding the current 85,000 customer network multiple times

to meet the large demand for telecommunications services. We envision our network to be able to provide

the latest services in order to support the emerging economic and social development in Palestine.

Interested companies can submit their letters of interest and brief summary of their qualifications within a

week from this notice to:

Palestine Telecommunications Company
Director General

P.O. Box 1570 • Ai-Adel Street • Nablus - Palestine

Tel +972-9-376-225 • Fax +972-9-376-227 • Email paltel@palnet.com

Temple Court
Mortgages (No. 1) PLC

£175,000,000

Mortgage Backed Floating Rate Notes 2029

Theme af interest for the period 31 si October, 1996 to 31st January.

1997 hu been fixed at 6.53125 percent, per annum. Coupon No. 28 will

therefore be payable on 31st January, 1997 at £164.63 per coupon.

S.G.Warburg & Co. Ltd.
Agent Bonk
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WOOLWICH
- Building Society -

S200.D0a.000

Floating rate nates

due 1998

Notice Isherebygiven that

thenans aiabeariiaenat at
&3S12S% per tatntm helm 31
October 1996 to 31 January

1997. Interest payable on 31

January 1997 mill amount to

SJ60.84perSJQ.000 note and
£1.608.42per&m000 note.

Agent: Morgan Guaranty
Trust Company

JPMorgau

Notice of Redemption

Manque
Internationale a
Luxembourg SLA.

JPY 1,500,000,000

Fixed Rate Callable
Notes due 2006
issued under the
usd i.ooo.ooaooo
MTN Programme

Notice is hereby given that, in

accordance with Concfitton Got
the Terms and Conations at

the Notes, all of the Nonas will

redeem at the option of the
Issuer at their prindpat amount
on November 14, 1996.
Interest on the Notes will

cease to accrue on and after

the Redemption Date.
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Germany under
pressure to

redenominate

iO^taar tiBchiww* bond yi®M*

ParCent
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“

Redenomination may be an
ugly word but it is likely to

be on tbe lips of bond trad-

ers and investors more fre-

quently over the coming
weeks. Founder members of

European monetary union
(Emu) are set to issue new
debt In the euro from 1999
but over tbe past few
months It has become more
likely that many govern-
ments will also choose to

redenominate their existing

debt into the new currency.
Fiance and Belgium have

already announced their
intention to redenominate
on January 1 1999 and over
the past few weeks the Ger-
man government has come
under Increasing pressure
from local bankers and trade

organisations to follow suit
In German financial cir-

cles there are fears that if it

fails to make +** change,
Frankfurt could lose out to
Paris in the battle for finan-

cial market business in the
new single currency.
As a recent report by Leh-

man Brothers, the US invest-

ment bank, put it, the Ger-
mans are worried “that as
more trading takes place in

euro-denominated debt. Ger-

man investors will be left

with a supply of increasingly
illiquid and therefore poorly
performing D-mark denomi-
nated debt”.

For fixed income inves-
tors, however, redenomina-
tion has a number of other
implications. If Germany
redenominates, it would
reaffirm French and German
determination to drive
through the Emu project.

“Converting all existing
debt would cause a land-

mark shift in the momentum
for Emu.” said t in
turn, this could give new
impetus to convergence
trades which have stumbled
in recent weeks.

At the same time, how-
ever. German redenomina-
tion could have other less

obvious consequences. Leh-
man argues that it might
trigger defensive action by
investors who remain scepti-

cal about the prospects of
Bmu and fearful that the
union could break up
between 1999 and 2002 - the
date at which national cur-

rencies are scheduled to dis-

appear altogether.
“A number of real money

and hedge fond managers in

English-speaking countries
believe that Emu is funda-
mentally unworkable. In
addition, many central Euro-
pean money managers
remain attached to the
D-Mark and do not believe
that Germany will ulti-

mately surrender monetary
sovereignty to a currency
likely to be less successfully

managed and weaker than
the D-Mark," said the report
These Emu sceptics could

switch into D-Mark denomi-
nated corporate debt and
pfandbriefe (German bonds
backed by public sector
loans), which are governed
by bilateral private contrac-
tual agreements and will be
unaffected by a government
decision to redenominate.
In turn, however, these

flows could make these
D-Mark denominated euro-

bonds and pfandbriefe
attractive even to investors
who are more bullish about
the prospects for Emu. Leh-

Nor
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man says these bonds can be

viewed as a hedge against

the risk that Emu will

unravel and recommends
international investors to

switch from bunds into liq-

uid high quality D-Mark
denominated eurobonds.
The report predicted that

the yield spread over govern-

ment paper of the most liq-

uid high quality D-Mark
paper maturing between
1999 and 2002 could foil at

least 10 basis points. “These
bonds are likely to begin to

outperform as soon as a
[German] announcement is

made," the report argued.
But some investors are not

persuaded by this thinking,

arguing that if Emu breaks

up between 1999 and 2002.

the risk of holding D-Mark
denominated eurobonds and
pfandbriefe could be just as
great as that of holding euro-

denominated German gov-

ernment debt.

Mr John Hall, chief econo-

mist of Omega Advisers, the

New York-based hedge fund,

argues that the legal techni-

calities of the relationship

between the old national
currencies and the new euro

during the transition period

are “by no means clear cut”.

He points out that after

the start of Emu. new Euro-

pean currencies will become
denominations of the euro
and says if Emu breaks up
“the relationship between
the new national currencies

[which would succeed the

euro] and these denomina-
tions of tbe euro would not

be clearly defined by euro-

bond documentation”.
At the same time Mr Hall

suggests that the German
government would be likely

to ensure that its debt paper

would not be devalued,
given the fact that much of

it is held by German
Investors.
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Interest will focus on Greece after the September 22
election as a stabilising factor in the area and as a

springboard for Investments in the Balkans and eastern

Europe Hi general.

Klisty Saunders
Tel: +44 (0)171 873 4823 Fax: +44 (0)171 873 3204

Alec Kftroeff In Athens

Tel: +30 1 671 3815 Fax: +30 1 674 9372
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Ra*e aThuemt Corthewee mootii period
eodme 3In Janaary. 1997 has been Qxed
at 35625% per amnm. Tbe interest

beBCUASJUperECUS JOQBcnicrNcae.
and ECUSfO A2pcrECU lOOpOO Bearer
Note, oo 31st Iinaary. 1997 against
pmmnrtan ofCoupon No. 19.

UnltM Bsntrfanteatead
Lfankre Bnmfa Agent Baolt v©
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NOTICE OF PARTIAL REDSIFtiON
To Holders of

DOMUS MORTGAGE FINANCE NO.1 PLC
FtOOJKXUMO

Mortgage Backed Floating Rate Notes due 2014

Nodoi is hereby ghen dm fa aocoutanco «nti ContOons 5(b) nod tt of tea Nwos,tf*»
bsufa honby filvsa rtotfab to redoom EBOCXOOO prindpal amotart ol Notes, aafaefed
randomfy n cfafaXed betow. Tha data sat tor the mandatory radamplkwi to Cm tmu
coupon payimnl data boirtg. Daonrfadr «. W98. and rite Notts ate ba redoomod u
riwir prindfief amount ptus accrued Incsrest. PBynMnt and ba made agtona swnwfar
fa tra Nows, togadur with al apournnant Coupom mafittng after the dafa afa f»
rsdampUon at lha oTSces of mo P&yfng Apanftt, named on the Nocn. On and after
Oeesnfaar 10. 1S96. the redeemod Notaa rrttcraw to accrue Interest

Thsamcaawot any mtsafngunmaJuroa Coupons wflrbadedwwd from the sum duo lor
paymort. Any amount fa prindpal so deduaod wfll be paid apatost marendar fa fas
retehre nassfafl Comwns wtthin fivo years from die dam fa payment Ths rsdoemsd
Nates •* beam void unfass presorted far payment wdhn tan ynua fa the
radetnptem date.

The nomtofa amount that ml be ousanfang after the Notes Istad below neve been
redeemed fa BSiBOLOOO.
The SstolltoinibersihTiHin tor mandatory redenftocn ore as faPowe:

135 233 4Z7 670 801 839

By: The Chase Manhattan Barfa
Loodon, Prtndpei Paying Agent
and Raferenoe Agent

NamsMf 4.096 QCHASE

ENTE NAZIONALE PER L’ENERGIA ELETTRIC,
LIT 500,000,000,000

FLOATING RATE NOTES DUE 2000
In accordance with the provisions of the Notes, notice is
hereby given as follows:

30th October 1996 to

30th ApriM997
30ib April 1997
7.375% per annum
UT 1 86,424 per Note of
UT 5,000,000
UT 1,864,236
per Note of UT 50,000,000

AgentBank

BANQUE INTERNATIONALE
A LUXEMBOURG

* Interest period:

te Interest payment date;
te Interest rate:

4c Coupon amounts:
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-03195 518 - 579 33809 37518 - _ - - _ . to

-0.15 550 - 630 114.180 113380 113.115 53 11X11 52 10731 S3 12X1
+03013 273-285 23298 piofo 9 TOD -14 X5362 -13 23575 -12 .

-03024 106 -120 14144 1.4106 14188 -4.7 14211 -23 14526 -23 .

+0305 500 -200 263200 2X2500 - - - - . - -

- 485 - 516 X7S15 3.7495 37608 -XI X7512 -0.1 37331 -XI .

-03005 080 -000 1.4095 140BO 14063 13 14018 13 13805 23 -

-03055 850-900 4.7175 43530 4.7282 -104 43032 -93 5.1 IB -X2 _

-236 500 - 900 B27300 82X000 - - _ ra - • .

-0385 BOO -300 273430 274800 273051 0.0 273053 03 _ • _

+0308 000 - 190 2X5270 253060 25304 -42 25.7715 -43 26408 -03 -

tatarbank FMig s* 5ft H 50 - - -
week ago 5% 5U Sft 5£ - - -

US IMtorCOa - ill 538 X13 525 - - -
week ago ill X10 X18 X41 - - -

ECU Lkdud Da 4% 4ft 4ft rift - - -

waak ago 414 4ft 4ft 4ft
- - -

SOR Linked De 3ft 3* 3JJ 3ft — — —

week ago " 3* 3ft 3ft 33 - - -

S LIBOR knarto-nfc IbOig men are ohorad ndaa tor SI0m quoad to the ikbM I

rehranoe bad* a 11am aach wcddng day. Tha banka are: Sankara Trust. Bank of
MkoMahL Dartttoja and National Waatmlnata.

Ud rami are ato-n tor tha damaam Monoy Ram. USS CDk ECU 4 son mad Dapodw
I

EURO CURRENCY INTEREST RATES
Nov i Short 7 days One Three

ahow only me tow
I & ECU are

three daofanal ptacaa. rorwant rataa are not dbecdy
ad In US corancy. JP. Moreen nominal Indtoea Oct

Portusfli

Spain
Sweden

Ecu
Dantoh Krona,

rpr DM E : l FI NKr

1640 4353 - 1.951 4888 5450 2043
8.784 2.603 1348 2611 O 009 1036
10 X880 1.180 2968 3323 TX46

3379 1 0402 1003 1.123 4309
8406 2488 T 2486 X784 • 1047
0397 0.100 0040 100. 0112 0420
3.008 0381 0358 8833 i 3.748
8.028 2278 0355 2384 2388 10
3342 0368 038B 8824 1.111 4.163
4314 1.188 0478 1182 1334 5300
T.T82 2303 03BB 2311 2368 9384
4.029 1.183 0478 1186 1339 XD19
&389 2483 0388 2401 2.788 1045
3338 1.136 0457 1140 1375 4.780

X121 1316 X609 1521 1.702 6380
4.510 1.33S 0537 1339 1499 XB1B
6483 1318 0771 1825 X155 8378

1
(TMM) DM 125,000 pa DM

Open Sett pice Change High ixiw

Dec 06606 03821 +00016 0.6640 06582
Ma 06836 0.6858 +03015 0.6673 03625
Jun 06660 08686 +03014 03683 06860

' TOE Dalglan Banc, Tan, EwurtA Ura i

Envoi Open Jnt

[1MM) SFr 128000 pa SFr

Dec 07917 07808 -03006 07840 07850
Ma 0.7870 07878 -00008 08000 07825
dun 0.B042 03045 -0.0011 08042 08000

1 wnMI (IMM) Yen 124 per Yen 100

Sett pice Change F6gh Low EsLiroi Open int

04874 +04052 04910 04808 16488 75,558
0.8887 +0.0052 04020 0.8948 70 3.142
04101 +0.0052 09120 04100 6 503

1.6338 +04078 14420 14250 9.736 56489
14308 +04074 1-6370 14250 243 774
14272 *04072 1.6320 1.6220 Iff 157

Mav 1

Eapot
1 mlh

3 17*1

—Owe —
1.6360

13350
1832B

-Rnr. dan —
13270
13260
13240

- FT GLIDE to WORLD CURRENCIES

Tha FT Guide to World Currendee
table can be found on tha Markets
page In today's adhton.

lyr 13207 13129

' •-

|UK INTEREST RATES

PWLMMBJPMA ME S/S OPTIONS £31450 (cents par pound)

Strike

Price NOV
- CALLS —

Dec JW1 Nov

- pvrrs -
Dec Jan

1310 X83 3.00 - OPS 078 132
1320 1.03 231 233 048 1.11'

’

1.60

1330 139 130 233 038 138 234
1340 0.80 1.42 138 137 231 232
T3SO 048 1.03 145 9.99 232 3.11

Previous da/tt vot, Ca9s B454 Putt 3267

.

Pnw. «toy*a opan Wl. Ctoto 142350 Pula 13B34

LONDON MONEY RATES
Novi Over- 7 days One Three Six On*

night nodoe month month* months year

Mat** Stating 7-5% &V- e SA - 6 6* - 6,1, - 6* 6% - fi%

Sterling CDs .
- - . •>* -4 «£ > s£ 6& - 6%. 6% -

TreenBry BR»' R E - - "

Bank one - - sg-S e-5il 6A-«i ' -

total authority dope. 6% - 6 6-5% 6i - 6 5% - Si 8/, - 6d - 6i
Dtoccxnt -Marini dope 7 - 6 6A - 6i

UK ctoakig hank bona lending raM 6 pa cent from October 30. 1996

UptOl 1-3 3-6 6-9 9-12

month month months months months

Cats al Tex dep. (C1004009 2>2 5>a S 5 4%
Cots eXTex dap. undaXi00400 to HhPB. DspdaBs withdre»m tor oeah 1%pc.
Axe. tender rate ot cSacount on Nov 1. flJOB2pc. ECGD And nao Sue- Export Brerae. Make
up (toy Oct 31, IBM.Agm rate tor period Nov 28. 1988 to Dae2A 1998. Schama m 7JCpc.
ItotorenCs ade tor period Oct 1, l9B6toOet31, 18K Schamaaivavaooipe.Awn
Hotm Baaa Rata Ope from OcM. 1996

RANK OF ENOLAND TREASURY BILL TENDER

BANK RETURN

BANKING DEPARTMENT

UabOtim
Capital

Public deposits
Bonkers deposits
Reserve and other accoutre

Government aecuritto*

Advance end other accoutre

Premise, equipment and other

:

Notes
Coin

ISSUE DEPAFTTMENT

Nw 1 dots Nw 1 Oct 26

BHa on oflor E2D0n £200lD Tbp ELtajjtBd rm 53961% 56755%
Total a( apPOcsriats ei naan Ereim An. reta o( dfacotoir 53502% 53282%
Total asocaw E30&H E200m Amnge jMd X9409% 5.7083%

Mb. accaread bid £9X530 E963B5 Otter at next tender EZOOm Mb
AMnaat al mb fowl Z7% 32% RHn. accan Ud 93 tfoys -

Wednesday
October 30, 1996

e
14.553.CXK)

1,157435.610
2428406,332
3448473406

6.748468446

moreoM or

decieess ter week

E

+147,438481
+206486.541
+136,994415

4482.B1fl.037

BASE LENDING RATES

1487.755456 .42684*0421
1.736437414 -145343*445
3v437.700A68 +2,013437492

7.152460 +2468.183
122451 +632

6749468446 +492.819437

Notes in cJrojiadcxi

Notes in Banking Department

Other Government aeraattiee

Other Securities

UK GILTS PRICES

20,782447440
7,152460

20,790400400

7.726427451
13463472449

2D.790.000.000

+67.143,617
+2456.163

•2491454^406
+2.101.054.406

Adam 8 Cotnpeny
.

600
ABad kish Bar* (GB) 400
ABod Trust Bank 600
toHenty Ansbedia 600
Bm+trfBerwta 640
Banco Htoeo Vizcaya 640
Banket Cyprus 640
Banker Ireland 5.75

BariionntSa 600
Banker Sooltand 5.75

BaidayaBank 640
Bril BkolMd East 640
MmnShkieySCoLki 640
CttxmkNA 640
Ciydeadals Bank 640
Tha CtHJperafve Bank640
CouttsACo 640
CracR Lyonnais 640

Cyprus Popular Bark 640
Dunoon Laanta 640
ExatorBenk Uitdad 740
Rnanctal 6 Gan Bank 740
•Robon FJaming a Co640
Girobank 5.75

•Gukvteaa Mahon 640
Hafato BankAG ZUfch 640
t imbres Bark 640
Hariabis A Gan inv Bk.640
•HASrenual SJS
C, Haora & Co B40
Hongkong 6 Shanghai 640
jukar Hodge Bank 5.75

eLatynii Jorepii J Sera 640
Lloyds Bank 5.75

MhflandBarik 575
"MountCm* Corp 625

NtoWasbtikxnv 640
•RaaBralhsre 640
Royal Bk oi Scotland 5.75

•Sktga & Frisdenda 640
•Smkh6WBmsn Sacs7.00
Scodtoh Widows Bank 840
T68 5.76

Untod Bank ol Kuwait.640
unkyTiuat Bank Pic 5.75

WaatamTiust -640
Whltaawsy Lakfiaw 640
Ytokshim Bark 5.75

• Members at London

bweetment BanMng

«s%
mow Woe w-

Bwrto-iUvwiretoFka
CDmankfi 10pc 1996—
Tna i3Vpc 199744—

—

Bdn0tj«l097
Tran Dw Tpe 19B7tt—
TnaaBitfC 1997ft.—

-

EnaiSpB 1997

Exdi0VKl996
Tr«n71*|Kiae6tt

lwsi5»ri*Wt.

—

ExcDITk 1996

Iraaag'tfcifiestt

TraceRg Ftotoiflfifi—

-

ErtWtpelflOB

Traai I0*ise 1999

Iran 6pc 1999 tt

Cawntti lQ%re 1W6-
CBwBpeMOOtt
lrax*l3pci«B

Treasure 1B9W—

-

IrtreSPCKHW
Yra«ng<tt*ZW —
Iren 18*2001

Yaan)
10&* -.1

ioia
161A -3
lDOij -.2

iota -2

10W. -4
103.

1

; -5

100H -*
11S% -4

1090 -.6

10M. -.7

9BO —
111ft -5

106A -.7

97 It -7
106U -8
ICS! -4

11813 -14

1101! -5

10HI -i.i

SBU ._
1090 -1-1

3,409 My15W1S
1290 JYZZJI22

37® AHZ1 J*21

1468 FaBMS
USD urissi

830 0c27de27

1550 jyiejais

8.150 58301630

935 MOOSaSO
XSOOMyZDIMO
1400 JylSJilS

5.7DO OWtoMto
3490 SaZSUcSB

I^NylflWn
0450 FelONftO

l/Bfi toy22V»Z2

5458 Sum
3,171 JH+jyi*

870 NiHMyT?
9400 J97D4
ajooaocJMpjy
+4® AiAFiSfl

Thai 7%|* 2W*tt

Treat 7Vpc 2S06tt

Treat Ope M02-6J*

Tran 11 Are 2003-7

ltoWB%BEZD0t#

Treat 9pc 2000 tt

T«as8pc2®9—
TnasBIMreSOIOtt—
Crew Ope Ln OT 1|*

Tran9K.W12t4
Treat s^pc 200S-12#—

'Tretodre2m3tt

Treat 7Are 2012-15tt_

TraaiBreaiStt—

—

Trstoavrezonw

—

Ea*llreaott-l7—

:

man Ope 207144

«rk» Area
Print ft- Em

9BJ1 -14 117®.

106ft -14 3400

1021a -.7 2450

1208 -1.1 3.TS0

106ft -13 T497

1094 -14 5421 -

101ft -4 3/150 !

IBV -14 4750 I

109ft -14 5273

m« AM
mm Meet +v- £»

109ft -12

30ft -4

100% -12

SB% -4

10QU -12.

106ft -4

157ft -4

un% -4

6460 Ft*A*
1400 MrtOBalO

8,100 i«7ae7
800 Jy36Ja26

114® JSTDaT

7SX ftssmss

1406 Jal20al2

MOD JB7D87

4%re'96t4 (135.6) . 1l3fi -4 900 AJ27 0c27. 17.10 1733

2%reVt (73$ 18<H -4 Z.1E0 lk»Es2+ 1691316
gm laoft -7 2,1a ttfiomao 941317

+tlpcD*1T- (IKJS) 1T7B S 1.19Wnoea 16101256
2pc« pLq 180ft -14 2260 Jal9Jy1B 1671314
22®bT» (73* 169ft -14 2A00N)!2DM20 941319
2%re*H— 175ft -1.4 2480 F423 M23 1441319

2%re"13_ {864 144ft -44 3A» falBAtlfi 741320
2^18. (814) 153ft -15 3A00 A2BA2B 17.71331

2>2reT$ pasg lisa -14 s4a%nB0cis 7.101322

2ljre74tt tRJ) 121ft -14 3250 JT7JY17 671323
^pcTOft—035.1) 119ft -14 1400 JH1BJy22 1171134

fb) Flgusa h perorttMHi shore RPl Dbm fbr MsOng, 0* 8
month* prior to haw) retd have been ad)uWari to raflact

iBbadna Oi RPl to 100 h Febnrery 1987. Conversion taetor

3345. RPl lor Fatxuxy 1896s 1509 and lor SeptenriMr 1996:

1534.

OttMMT Fixed Interest

guia —i.i 12,750 «|6»

S5£?5
»-'-“"S "S IS Bff SSS

sssslt: as S5s. ^ « -—
rreMlUrfeaWl-4 — ’«( “le S 225« 1712M WreL0»3%i*tt **** 1JM

tnA -11 3,412 Ocssaas 161012*6 Daw a^rew* 01ft -3 ffi WW
?T?I

!L
I^52W ''

94H -li 8400 My*** '**** T(w3reW«t— “ M *60t5— iiS 4 -
MB °e1B

iSS? SSSS cre«fc2%re- -* ®* ««*>W=

a :!! iSw SSL—
an a FrldW m Fridg balto.

STOCK INDICKS — ibbb — skmatmm.

tapjal _
45 MyiSWIS 15.10 1837

105V — 3B3 folOCI -1465

104 725 JtSpJySO - -

1W% — 316 AH Oei 8*931426

1W% 40 worn 9ft 3146

39 __ 51/MOM 2ft -

3M -29 SB DfcfeSrito 1.11 -

ta% -8 6 /MS 0(25 3063275

79 -12 25 Mil Sal 3ft 3S91i

HS% 08 (0 JODJiaO 9*933466,

136% 9ft 50 A23W3 785 -1

135 90 tonSei 683 -

FTSE 100

FTSE250
FB£ 230n H
FTSE 350

FTSESmaBK
FTSESoaKapt
FTS£ NKShar*

INDICES _5BB6 —- Staea taanp.

Nov 1 Oct 31 Ort 30 OCt » oa M Wnh LOW Hflri Utor
;

442940««^44»^ 4
g
4-” 44S'I:SySmMa^n740 137640 FISEEOIOMfllEOO

MHDwWrreZDOi— 116 -.1

fftwa 11%re2B12—:— t2B%al

htaicipa%reio— 105%
BpeQlPlflOGv — 104

T3re«V2 ; 110% __
mu* iSSfi&Eiz
175 1332 UXarelDAL
2041243 HHria«ri1%K20a7. 122% -4

ten itu 96Wr.3eTi— 79 -12

'ZZZl 6S«,A«(iS%re2tt1. 143% 03
-2691238 4%pe*.S0» 138% 04
2661315 DMI4M 9fcl TPsc3X6 135 _
wn In (Mwda pa C1Q0 maCkret cl aaKk. Vtotoey

\

“1808 — Snca comp.
Mnv 1 Oct 31 Od 30 Od 29 Oct 26 Ugh lfl» W Lw
122758 1227,13 122841 123140 123178 127945 1 10694 127648 31.M
174833 1747)44 175447 175L14 177641 170945 130140178M6 900.45

181041 140677 1*144 1812.44 183223 184348 150448184336 93842
2795402B1I1M 2799.10 2818302BBM0289E2D2663492MS3D «L40
9322 8349 9348 9390 94.14 0894 9157 12740 49.18

11532 1153S 11546 11531 11556 H6AS 11050 13337 5003

1973i421877JB 148655 187847 191845 2BIB33 1851 44 262673 822.16

FT GOLD MINES INDEX
% db* % re

Hev since ItotCap Said Gnas At P/E B2
1 MTHW Hat Was ylHS rate wga

e index (31) 187X42 -2.1 5038 10030 150

Ms Bp law

- 252073 173046

Beijpan Franc
Danish Krona
D-Mark
DUtch GuCder

French Franc

Ponuguasa Esc.

Spanish Peseta

Starting

Swiss Franc

Can. DdHbt

US Doitar

Itafian Lira

Yen
Asian SSng
Short term rataa i

3% -2ii
3ji-3%
3ft - 2(1

St
1
* - 33

3% -3%
7% - 7ft
7-6%
6A - HA
1% • i Ja

3%-3A
Sft - 5A
711 -7»
ft -ft
3% -3%

sA-ai
3U-3U
3% - a
3 - 2%
3% -3%
7ft - 6)3
7-8%
8A-6ft
1)1 - 1ft

38-3A
SA - 5ft

7H-7H
%-a
3%-3%

• US Polar

month months inontlts

3ft - 3 3ft - 3ft 3ft • 3ft3ft - 3

3U - 3^
3% - 3

2H-2i!
all - 3ft

7-«l
6(1 - 6%
6ft-Bft
Hi - 1ft

3»-3ft
5% -5ft
7H - 7B
B-B
3% -3%
and Yen. M

3H-3A 311

3ft -3ft 3ft

3ft -2Ji 3ft
3ft - 3ii 3»m-m m
6% - 6% 6%
6% - 8ft 6ft

ill -Hi Hi
3U-3A 3ft
5% -5ft 519
7%-7lS 7il

ft - U >2

3% -3% 3ft
wnc two (Mya* not

3ft 3ft -3ft
3Si 321-3%
3ft 3A-3A
3ft 3% -3ft
313 3S-3A
B)i Bfl-tfJ
6% 6Q- 0«
8% 6%-6)i
1)i T(] -in
3A 3% - 3*|

5% 5J1-5A
7ft 7ft -«i
» A - is

3ft 3*2 - 3%

Horoi America (12)

247528 -1.1 1X35 29-50 XII 3X06 355X66 230X51
206X53 -1X9 5.62 11.16 2.70 2044 29Z7J4 200X73
107X59 -03 3140 6X34 0.78 6X54 216039 150X32

Oepyriuht, FTSE totoinadPiiiJ Lknkad 1990 Al hghto raaarved. Fkuaa In bOKfcato show
numba cf ootnporitea. Baata US OoBara. Bare VUuk 100000 31/12/B2. t PwttoL

LONDON RECENT ISSUES: EQUITIES
issue Amt MkL Qcee
price paid cap 1086 price Nat Ov. Os P/E

p up (Bn.) High Low Stack p +7- dhr. cov. yld net

Tim— MONTH mwOPOtXAft (IMM) Sim pokito erf 10096

Open Salt pries Change High Low Eat wl Open int.

sc 84.48 8447 - 84.51 8446 61.682 458,394
at 9444 9442 -4102 94.51 8440 73.336 376,773
m 94/34 8431 -0.02 8442 8428 60.02B 283458

uc TREASUmr BtoJ. FUTURIS I
I
Sim per 100%

P up (Bn.) High Low Stack p

S3 FJ>. 755 4% 4 -fBaachcrolt

§135 F.P. 47.1 IBZlg 152>2 ChartaaTaytar 1611

3 FJ>. 7X2 *12 4 ICorp Hxbc Search 4i

- FJP. 10+ mh 155% TDeap Sea Latauft 1631

- - - 1X2
LA2 03 X3 513

Dec 95.02 95.00 -0.01 85.02 94.98
Mar 94.97 8469 -0.05 94^0 94.39
Jun 94.88 94.78 -0l04 84^8 84.78

Al Opan bneteat tlpa- ana tor ptwioire day

315 4,010
258 2.231

58 1413

§148 F.P. 373 246 148 ISec Rm* Sys 17712+712 - - - -
§80 FJ>. 248 02% 00% jtttnaaa Rn« 90% bW- - - 2X3
100 FJ. 015 113% B1>2 fGrelntaMsd Bl^ -10 - - -

§ FJ>. - 127 111^2 Hatstons BH 121 - - - -
§100 FP. 249 9^2 S» HUhcara Reform 99^ - - -

§ FJ>. 543 in 164% Warouto Tetecm 164^ - - - -
- FJ3. 113 132% 124^2 tJodfoerle kits 125 - - -

§286 FJP. 1405 310 292^ John D Sports 302+3% 143 23 13 2X4
72 FJ9. 273 7^2 73% fUtTHnifoad 75 - - -
* FJ». 423 131^ 128 Lcmond Undmrtnfl 130 - - -

§10 FJ>. 423 12% 11% -tMeos Group 11% KX2 - XI
75 FJ>. 632 91 >2 82^2 tMondaa 81% +1 - - -

§154 FP. 18.7 211% 187% Oriental Rest 208% +1 - - - 233
170 FP. 8833 177 IBS ThbCe Hotsto 166-2% RX7 23 23 17.7

§250 FP. 1014 302 282% UteaBctn 294% -1 RW63 23 23 2X0
§ F.P. 805 82 52-tVktoxyOorp 52% -1% - - -

t ABamattoa bwastmox Market, % Pkdng price. - Hroduattan. Fa a fuB mplraurikxi cl al
dtoranM ptoasa rala to Tbe London 9m Santas notea.

01% -10
121

302+3% 143 23 13 2X4
75 -

206% +1 - - - 233
165-2% R3.7 X5 23 17.7

294% -1 HWX5 23 23 2X0
52% -1% - - -

RIGHTS OFFERS
issue Amount L&tost

price paid Rental.

P (fo data

12S Ml 4712
360 Wt 12/11

175 nb 12/11

100 NO 7/11

285 Nil 2/12
145 N9 20/11

74 NO 21/11

240 NB 4/11

pm pramkm.

1008
High Low

I2%pm 5%pm
8pm 2pm
15%pm l2%pm
8%pm 1%pm
33pm 15pm
19%pm 14%pm
8%pm 6%pm
125pm 115pm

Braoka industrial

Calm Units

Capital kids
CetefsInU

Ctyds Bktwera
European Labure
Parkins Foods
Prism Rail

Cioeing
prfco p +01^

5%pm
2pm

12%pm -1

i%pm
20pm +1

IBljpm
8pm

120pm

Creating

an impact

in the heart

of Asia

A quarter of the population in

Asia is Chinese— more than

1 .2 million people. Yazhou

Zhoukan is important among

Chinese readers in Asia.

Not only is it the only Chinese

international newsweekly, it is

also the voice of the Chinese

community, offering weekly

coverage of the world's major

events— in politics, business

and culture: from a Chinese

perspective, for the Chinese

decision makers in Asia.

Yazhou Zhoukan:

your connection to the

Chinese world.

:P;

:

mmn+1 I 1

For more information, please contact

our advertising department at foe

Hong Kong head office (Tel: +852

2515 5483 Fax: +852 2595 0497) or

our Europe sales representative Forest

Media Ltd (Tel: +44 1 71 287 2788

Fax: +44 171 2872686).

The first and only

international Chinese

newsweekty
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EUROPE
MB!Mf0dt31 /Scty

j
-22 *24518091 _ _ VMM- Z 53?

' .... Z1S 134 12 _ Vwto
T4034UI 12 Z v5b509 JKL2D 21 „ yX

* BIO 6.1 _ v

W

au»rt
BUM
BnMM BS3.BG
Qndfc

.
733

Owfff GOO
EABm 3,201
BIN l£u
UMBO #04.78
Iflhl 389.10

Bar i|b
Onto 747raw 7*1 .asmen Bramm aoo
S»yiO ISO
IHrB 490
VATac 1450
WHO 52020m» ms
WSWPf BBS
WMsljnJBO

... BS 99J0 3.1 - Ogwsr

L » KIM - tUBto

9D 82SJ05HUB 2.1 _ JgifeS

19*0 ..IMiTjni.' Compto 2*48 “* ?xS i ES W» «6 -OJ8 Uff4d£8 T9 Z “ '

'I z/HlM = jSg 2H H ™ !J =

32 :TB IUI? = SS 5S r-SS-^B =

- g? Z See ^ Z ora*W«l/
— . $31 447 £0 __ TOO _ Oil 877 14 _“ U Z nKT 1M& - 500 375 £4 iUBhCr ,Z !K£_ 13*» — 304130.10 44 _g-1" «1 - 83244598 £B _ SS5*— H&4B 2C.101G3

7B *1 170 08 5.1 _.
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Automatic Call Distributor

(ACD) technology,

which handles high volume

in-coming calls, was

pioneered by Rockwell.
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*5 1J 122381 16% 16% ift ft<Ln 1.4 46 50 42 41% t]£ *
060 IB 60 IQ 62 52 ffl

024 06 27 6403 a 28% 28% ftMB 07 15 385 2S% 25% »% *£
131UB 5% 5% 5% H!
11 523 62% S% 52% ftOX 26 302372 11% 11% «%

^
032 23 IS 141 13% 13% 13%a»Ma488 9ftB8%0ft-ft
0.70 1.4 19 1478 50% 40% 50% ft

8 1419 7% 7% 7%
0.10 05 K 448 19d16% 18% ft
1.18 </3 12 185 027% 27% 27% -%

0 5 3% 3% 3%
094 25 17 7754 23% 28% 28% -%

B7 4306 1 8% 16% 19%
137 1A 1630 28% 28% 25% +%
069 9,6 31 729% 9% 9%
019 56 0 1022 3 2% 2% V,
MO 22 14 22 Z7% 27% 27% J*
on 0.7 14 11 0% B% B% *1.

28 1967 39% 97 37% ft
036 06 S 5431 62% B2% 62%
060 03 3 313 26% a 28% +% ,

17 69 16% 1B% 16%
090 05 15 901 32% 32 32%

24 2945 54% 53% 53%
1.09 02 a 1470 49% 49% 48% -V
OES 05 153903 27 26% 26%
040 07 47 230 aft 60% 59% -1
082 US 745 17% 17 17% ftOn 09415 0 41% 41% 41% +%
260 73 Z100 34% 34% 34%
*44 82 13 9 23% 23% 23% -%
040 1.5 92264 27% 27% 27%
124 58 11 a ZlV 21% 21% -%
1.08 01 14 2542 n36% 34% 35% ft
126 5J 1314S90 22% 21% 22% ft
1.78 4.7 12 3» 37% 97% 37%
004 02 151*50 23% 22% 23% +%
092 4J 27 3071(19% U 19 %
024 1J 22 1» 15 14% 14% ft
020 04 13 105 34% 34 34% +%
048 47 98 Eft 9% 9% -%
052 6.7 14 7 7% 7% 7% ft
00404562 10 9% 9% ft
1J2 OB 6 151 45% 44% 44% -%
in 23 1537911 44 39 43% 44%
040 14TKJ ia 28% 27% 27% -%
040 33 8 34 13*4 13 13% +%
07B 15 19 BZ8 dS3% 52% 52% ft
032 03 12 22 14% 14 14%
012 23 9 2121 5*2 5% 5% +%
0« 08 15 116 24% 24% 24% -%
ore 06 14 102 31 30% 30%
1.12-47 12 283 29%

' X 28% ft
074 06 » 1460 28*2 29% 28% ft
188 01 17 IS 90 89% 89% -%
072 19 10 04 24% 24 24%
078 1.2 19 1699 1)69*2 62% 92% -%
078 3.0 12 424 26% 25% 25% ft
032 05 11 27 12% 12% 12%

ana 28*2 z7% a -%
9 160 14% 14 14 -%
4 728 032% 32% 32% 4%

012 1J 17 15 7% 7% 7%
050 IJ 18 87 33% 33 33% 4%
060 4.0 6 1952 15% 15 15% -%

53 5270 44% 42% 44% +2

13 807 22% 22% 22% ft
020 2.4 31 1305 9% 8% 8% ft
OJO 43 U 351 19 18% 18% -%
1.44 15 17 0751141% 40% 49%
0.16 11 11 73 5% 5% 5% -%
030 0.9 10 8132 38% 37% 38% 4%
008 1.7 18 1341 40% 39% 40 -%
1.10 10s a 4i io%mo% 10% +%
in 35 17 31341147% 45% 46% -1

040' 36 17 18 15% 13% 15%
024 1.0 15 188 a 24% 25 +%
IJX) 13 12 1383 » 29% 30 +%
aa 11 110 20% 20% 20%

a 217 45% 45 46% *1

020 24 11 46 8% 8% 9%
044 11 a 690 n» 29% 20%
OS2 15 a 1335 34% 34 34% ft

in nc* telH Bk «
21% IftfepMUx 032 11
7% 6% T«n«ac* X 0,50 ELS
7% &%T«MpqGH 060 M
23% 19% Tmwhii
89*]45%DWH ISO M
41 31% Topped Pm* 3« 71

27% 11% TWO^m
0% 4% Torn 01B 01
18 I1T4W4 0.14 11

15% STens 040 21
107 75%Tunx 140 34
69% 50% Twa tad t 040 07
b^b 40%w«8 on 1.4

3Z% 25%TknPn; 040 14
43% 38% TUU 2n 41
3% 2% Text) tub 1.10 411
90% 89% Tiffin 1J8 21
5% 2%lactear
17 11%TM CSC 110151

Z7% 1B%TM R*d 033 1J
44% 30% TtenoBee 012 13
47%32%1MN on 11
«% 33%1faSdl 224 68
23% 16% Tbomw tad 040 2.1

25%21%aoCon

IV te
E «i 90 l»

495 16% 17%
210 7% 7

573 7% 7%
13 7004 21% 20%
95501 50% 49*2

11 110 39% 39%
10 2645 18% 16

21 a 7% 9%
8 129 14% 14%
82744016% 14%
a 9682 100% 98%
7 192 56% 55%
2411718 48% 47%
23 o a a
12 3425 40% 40%
7 87 2% 2%

18 1 052 89*4 87%
21 a 2% 02%

156 12% 12

» 19% 19%
a i7M 36% as%
11 384 42 41%
18 11» 42% 41%
13 1D7 19% IB

71 3833 a 22%

nt n te
« I « %k.

SO 29% liter
-42% 24% -mail

34% aTOUitez
45% 29%TMWan)
48% 30% TmMrt
47% 36% IMeof
7% 2%1B8&QP
12% 10% hup pr

7% 5% TaMSp
10% B%TakMnOe
23% 14% T0( ft04

81% 32% Tan**
40% 33% TdoqIb Ri

49% 40% Tdmk
38% 30 Tore Cup
59 37TntD

29% 11% TaBCSytJ

34 20% TpflU]

a 23% TtantaB v

94% G7Titeta4

75% 62% IteMte
11% 9%HamcntR
11 5%Tarepre

19% i2%ltondicti

E5% 37% TiMx
38% 20%1tBdoor
a 33% TdCcnt21

14% 10 Titan

83% 5B%muef
28*2 22%TiKtti

38% 39% Ttadtn

a 27% Tama
99% 40Trtnl4

27% 16%TuaN
20% T2%Tucsoo0>

6% 3% Tittsof

51% 38%'naipNr
7 4%TnMMIn

20% 14% IMP Odd

25% 21% Ttei Dbc

50% 32%lptel
7 3%T*oT
3 1%11te

on 11 a
111170
oa 0.7 24
056 01
040 olb

in 2.7 10

4
in 95 .

a
056 85 a

T2
47

015 07 18

1.19 14 19

049 15 11

094 15 14

on 05 a
rem ao io

zn zb li-

on 07 11

040 41 8
on 25 8
058 1.4 12

on 1.1 11

054 05 IT

250 74
7

150 15 14
064 25
OK 21 11

090 25 9
010 02 54

on 2551
5

050 35 18
on 12 io

012 21
054 4.1 10

070 11 9
on 04 a
010 11 9

I

3sa 44 42%
765 a 37%
I960 a 29%
•967 39% 37%
1186 «&% 45%
014 44%- 44

3306 3 2%
a 10% itt%

a 7 6%
3 9% 9

356 17% 1H%
2707 53% a
94 36% 38*J
6M 48% 47%
247 31% 31%
903 S% 55%
271 27% 26%
703 034 33*2

3 »% 24%
2052 70% 70%
1006 72% 71%

13 10% 10
174 9% B

15 15% 18%
7901 64% 54.

9039% 37%
2 33% 33%

226 12 11%
833 82% 91%
ia 25% 25%
522 34% 34%
6T8 33% 32%
1127 44% 43%
449 23% 33%
1333 20% 19%
394 9% 6%
063 u5l% 50%
399 5*2 9%
161 16 15%

B 22% 22%
1EK4 BSO% 49%
443 6% 6%
31 1% 1%

5 3% TOY Enter 050
40% 29% TO Ftawe 075
9% 8%TO«Coo»S 084
82% 46%TDKGopA 043

1% %T1 SUIoi 009

43% 17 TJX 028

28% ia%™*E*f on
101% 74% 1WY 2.49

25% 19% Tehm Fd 008

9% 9%1Wto|M 042

21 iSVTWeyPI 1JX»

52% »1WW* 114

15% 5%TendOT

59% 34% Tandy 089
10% 9%TagnaMn 068

2% 1% TOW
27 a TOGO EM9* 1-12

49% 30% name# on
30% 22% TrtaOe 1.16

62% 42% TWa&cSA 115
39%Z7%T«hiw 085

54% a%TrtvHf in

48 8 140

12 18 303

9.1 160

07 » 11

92 1 255

07 304112

81 7 48

2.7 12 1710

OI 1178

81 3 289

Ei a
41 » 1218

67 2233

01 18 3884

94 15
ID 119

42 14 3915

11 12 875

4.7 10 1987

U 18 1788

22 12199a

21 151188

4% 4%
38% 38%
9% 9%
58% 58%

11 H
40 30%

28% 25%
91% 90*2

21% 21%
7% 8%
17 17

48 42%
12% 12*2

30% 37%
10% 10%
1% m%
24% 24%
30% 38%
25% 24%
80 58%
31 30%

51% 50%

4%
88%
»% )%

88%

25% -% !

01% +%
21% I4
7% +%
17

42% 4%
12% 4%
a% 41%
Tu% j,
1%
«% 4%
30%
24% -%
» -1%

30% 4%
81% -%

-8% 6% ms
52 49*2 USF8G41 410

30*2 »US8
35% 28%UST 1/48

80% 38*2 (ML
-24% se% UH Gap 1/42

9% 5% IMCkB
35% 22% uncam in
3T% 21%UriflK 044
25% 18%1MM 012
89 72% U*r in

isftisoiiiMW 3.14

^44%rtCBD4l m
49%36%UoCn ore
25% 19% lUODCup
. 5B 49*2 ure iso sn
98 80IM4K) 450

44% aursee 214

S 34%lHte 1J2
3t%UntanRimtx 1.09

22% 17% IHoriTaoex 020

9 5%Unfepe

9% I Hot Cap
a 18% UUflaael 094

1S%13%U0nrtMf 096

24% IBUBlMd 020
SB 30*2 tMODcni 003
40 9UBW ZM

8*2 4% IJUMrtx 020
11% 11%<M|pM%d 042
is% 10% imwa*
20% 11%USNr 012

lift 14%USF8G on
38% l8%USRtor
29% 1B%Ua*W0
38% 28% IXUCp . on
40% 19%U88bib on
130 90*2 LMT+ilC 220
17% UUUMIer 002

30% 14%Untortf
40% aUcbTWlx 1.04

20 17% Lte«l 110
28% 22% UnMCrp in
38% Z7%Unad 080
87 84% UMHx 1.10

29% 17% US tod

37*2 Z7%USWsfl 2.14

ai4*2U8telM
» 17%USMMB>

10% 8%UGLfEtoG on
23% 17% USX M 018

S 24% USX us in
10UKIMH on

30% 25%U0feap 1.78

11 a 8% 8% 8% -%
91 9 50% 50 50% +%

57 419 3% 29% 29% -%
61 12 4382 29% d2B% 29% -%

8 5454 48 47% 48 +%
OO 18 140 23% 23*2 23% %

44 237 9% 9% 9% +%
92 9 3294 29% 25% ZB
1/4 21 1486 31% 30% 35ft -%
OB 17 12 20% 20% 20% +%
21 17 6 85% 95% 85% -%
10 19 2204 184*4 153% 153% +1

07 IB 1949 49 48% 48% +%
12 8 3589 42% 42% 42% -%
a 17 22% a 22

71 2 50 50 50

7/4 230 60% 90*2

05 13 5131 » 39% 38% +%
11 11 3101 56% 55% 50 -%
3.1 12 508 35% 34% a +%
00 133535 21% 21% 21%

2243 6% 9% 8%
24 444 8 7% 7% -%

ZB 19 601 24% 24% 24% +%
91 a 733 14% 14 14%
11 11 966 20% 20% 20%
01 27 5813 38% 37% 38 +%
8.7 B 221 33% 33% 33% -%
3147 267 8% 5% 5% -%
30 127ol3% 18%. 13% +%

41 3 11% 11% 11%
07 5 5886 17% 17% 17%
1.0 10 2046 19% W 19% 4%

B331K 38% 34% 34% -%
61318 22% 21% 22% +%

33 13 2249 31% 30% 30% -%

01 32 2133 43% 42% 42% +%
1J IB 2874 n130128% 129% +%
80 22 a 15% 15% 15% -%

14 105 24 23% 24

3D 19 IK 35% X 35 -%

U 12 a 19% 19 10%
39 II 540 27% 28% 27% -%

21 18 8704 38% 88% 38% -%
11 18 1331 83% 62% 82% %

8 518 27% 27% 27% +%
7.1 12 8098 30% 30% 90% -%

80 8311 18% 15% 19% +%
27 1027 32% a 32% ft

81 0 41 1 B 0 -%
31 9011947 3 21% 21% -%
87 10 3277 27% 27 37 -%
11 93 219 13% 13% 13%
U 12 *80 27% 27% 27% +%

66% 47% WCp 1/44

29 20%VtomE 032
7% 5% van be 010
20% 14%ram
11% 9% VnAmCHflfT 0.72

20% 8% not mu an
62% 40% itodes on
38% 2S% Vmcr
1*% 12% Vesta in
16% 13% Vlad 014

re nvKsnoo soo
82% 17%WH7U
a%24%Hmte
40% 32% Vrttene 065
11*2 7% rater
55% 25WnOfc
43% 35%tonadax 2.44

66% 53% VidBdl m

- V -

21 28 2045096% 05%
£2 1297 23% 13%
84 27 a 3% dS%

34 -403 17% 17

7B 118 10% 10%

2.1 X 673 19% 16

07 121485 40 44%
IB 1525 a% 29%

91 0 30 13% 13%
41 H 1235 15 14%
7.1 Z1D 70% 70%

13 7287 19% 17%

a 5» 3Z% 31%
1J 25 1858 X 38%

11 5 9 8%
a 61 IB 55% 54%

5118 113943% 42%

21 11 706 60% 80%

65% *%
23% -%

13% +%
15 )%

70%
19

32% +%
38%. +%
8% -%
SB -%

43% 4%
80% -%

- W -

20% 16% IMS M 1M 2163 24*2 22% 23% -%

32% 28%WUUdbi 117 71 13 148 28% (128% 28% +%

87% +%
28% %
88% +1
46% +%
44 -%

9 t%
10% +%

7 +%
8

17%
53% +1%
56% %
47% -%
31% +%
»% -%

24%
76% +%
?!

10

A *
64%
a -%

3ft 4%
12 +%

81% A(
a%
34% ft
33% ft
4ft ft
23%
a +%
6% ft
51% ft

iSi ft
n%
49% +%
6% ft
1%

a 17% Man Inc 11 1816 26% 25% 28 ft
64% 39% HUM in 31 15 2318 U54% 5ft 5ft +%

31 14%«WWtt» 026 11M 26 18% 15% 19% 4%
4% 3%HWnon 0.14 41 7 SB 3% 3% 3% ft
38% 29% HMpn on 11 B 7473 u3B% 37% 38% ft
30% 25% WMtaCS 056 11 19 687 29% 2ft 3% ft
B% 19%«tttt 021 M 2122390 26% 26% 26% ft
86% 44%WMmx in 21 2414247 88% 63% 65% +1%
n% Ifttotttapi in U 14 739 19% 19% 19%
2Z% 19% nartL 1.14 .5.1 II BU 22% 23 22%
30% 2S%WWI« in 31 60 395 20% 28% 29% ft
350279% WM!f8 480 1.4 17 164 329% 328% 33% +%
12% B%MHoatWR B97 2134 9% ft 9% ft
44% 17«UUn 048 21 B 93 1B% 19% 19%
ft. awtenu on 2i 2 107 3% ft ft -%
37% 23%MI*&* 1J5 273B 29 27% 27% -1%
BftlftMtOM 020 11 X 378 18*2 dlft 1B*X +%
40% 34% Vfetagvte 249 6.4 2J 128 39% 38% SB% +%
4% 2UWM& 08430.1 3 BH 2% d2 3%
34% 27% nut 01231 IB a 31 30% 30% ft
24% 161*9— 032 11 IB 1D7B 16% 17% 17% ft
Z7D3E% MeBFx 520 21 13 1680 299% 265% 265*2 -1%

22% 16% Weefta 024 11 1911520 21 20% 20%
30 22% Wnl C& on 2.1 X 52 27% 26% 27% ft

1ft 14% WsdanE D1Z 51 18 4S7n1ft 16% 1ft ft
9ft 48% WUte 31 1688 69% 07% 67% -1%

51 19% WHOM 1910971 b51 48% 49% +1%
Ift 11% NMnGes 020 13172 148 15% 15% 15% ft
94% aMb Hex 106 61 11 9902 30% 30 30% +%

21 15%1MBBx OX 1.1 B7 6104 17*2 17% T7% +%
4% 2%1ttMCoel 03211.1 0 47 2% 2% 2%
28% 3J*2 WtatpK 1.18 *2 13 288 28% 28% 28% ft
33% aHwsnoo on 311111a a 2ft a +%
49% 39% WrttfX in 35 X2110 48 45% 45%
171 Z IftWMMt 0.13 01 21 3SG6 15% 15% 15% +%
91% 4ft WMJjl 138 21 27 691 47% 46% 46% ft
44 27%WHUte 33 5 30% 39% 39% +%

25% 21%U8st» 042 1.7 IB 2198 24% 34 24% ft
26% 13% HMtteei a 63 14% 14% 14%
37% 30% Mecrtoe in 4.7 13 298 35% 35% X%
55% 42%IMtee 138 26 19 3360 52% 51% 51% %
6% 5%UU*l 015 01 11 33 5% 5% ft
18% 6% WMaDurt 020 11 X 4011 016% 15% 18% +%
a 31 totante on 29 10 1382 33% 33 33% ft

10% ftMtateO 0/40 54 15 80 7% 7% 7%
a XWIkGi 162 56 13 779 27% 27% 27% +%

16% 11 HberO 012 OB 84 X 15% 15% 15% ft
37% a%Mn>Cap 1.13 36 X 002 31% 31 31% +%
31% 23% WWCA0R 071 26 25 38 24% 24% 24% -1%

a%Z7%W4XT on 16X5140 34% 34 34% ft
29*2 >5% WWfrtw 018 06 33 366 24% 24% 24%

23% 9%UtodHdi 090 29 *3713 21% 2ft 21% +%
23 17% Wort Wd8 010 04 X 22% 22% 22%

10% ftWBrtcmp 1 345 5% 5% 5%
34% 29%WSRS in OS 11 343 29% d29% 29% ft
62% 4£%VMgW<n 068 1.1 31 1154 Bft 9% 5B% ft
44% 27%«yteBect 03Z 1.1 9 1520 31% 29% 30% +*j

* ISmimate 040 1/4 14 9 28% 27% 28% ft

4% 2UWtoaa
34% 27% MUft
24% 1BVM—
270202% NaBFx
22% lftweeta
toftPUCi

1ft 14% WntaaE
6ft 4ft mite

51 iB%miote
1ft 11% HMnGet
94% toHalB

21 15%lM0Sx
4% 2*2 WStanCoel

29% 20*2 testa:

39% a%wsMo
4ft 3B%teiterx
17l Z 13% WMilnWt

81% 48% WMlQ!l

44 S7%WlBdaO
25% 21%WM»
26% 13% toWHcei

37% 30%«kwtoc
55% 42% IHta
6% 5%HU*t

38% 27% WMXT 060 16
29*2 T5%teMdne 016 06:

23% 9%MMM! on 29
23 17% World P*d8 010 04

10% 4*2Wartcarp

34% 29%WSRS >60 86

62% 49%1KigiMn 069 1.1

59% 39% Xerox

47% 39% XteCnp

25% 20%YMeeEor
53% 43% TrtlH

3% 3Opals

25% 5%2MbB
2ft 21%2etaltex
7% ftzeototBx

22% 15%Zero

a T8*z2mM
11% 10*2Zlrto Foil

9 9%ZMlg1rt

-X- Y-Z-
1.18 25 4210005 46%
on 16 IS 42 41*2

160 56 11 18 2%
066 07 2 2844 48%
014 36 10 11 3%

61294 13%
in 37 a 84 27%
07210.1 195 7%
0.12 06 IS 237 18%
040 16M 307 25%
1.00 08 227 II

084100 254 8%

45% 48% ft
41% 41% ft
22% a*2 ft
48% 48% +%
3% 3% ft
12% 12% ft
2ft 27%

7 7%
18% 18% ft
24% 25% +%
1ft 11 ft
ft ft ft
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AMEX PRICES 4pados»NamBbtn

AtfvMago

Min toe

Adntod
Am tar Pi

AnxtoW

AuiEJUIIf

MnpaMmA
ASH ton

Mutocb

W 5to

Oto. E 100a

16 33

6 11B

005116 305m 4 is

on 31082
2913890

96 487

260 7 25

13 85

Z7 418

1 141

48 10

15% 15*2

1*2 111

7A 7

38% 37%
10% 9»
13% 1ft
4% 4%
20% 19%

411 4%
5% SA
1% 1%
3% 3%

15% ft
1.1

7

38% ft
10 -%

13% ft
411 *A
20% ft
ft -A
5% -Ml

1% ft
3%

Stock oh. E 190a HP LnrCtenCtei

Cooed RA 15 11 ft ft ft
CraatfTAxOB4 18 249 11% ift 11% ft

Crown C A 040 1 26 1ft 13% 13% ft

CramCB MO 1 51 13%d12% 13 -%

Cubic 068 19 42 21% 20% 21% ft
Cytnc 3 162 9% 9% 9% ft

DltodB

Dunxmoi

81678 2A 2A Vt ft
14 257 19% 18 1ft ft

BSHOcaan 060 6 10 2A 2A 2A
BadoaMr 090 15 A 35% X% 35% +%

BldwTAf on 20 241 3 2% 2tt i*

BATrtrt On 8 463 18% 13% 13%

Beard 131 3 2% 2% ft
,

BHcaWa M0 28 * 24% M*a »% %
BKHtodA 11 837 27% 25% 25% *1%

Bomibt 0 47 1A 1A 1A
,

Some OX ID 247 23% 23 23 ft

BiBKan Axl M 25 0U21% 21% 21% ft

Camtnx 020 15 40 31% 31% 61% ft

Cm Mat 014 X 10 11% 11% 11%

CfflTlFdA 001

Oxntoeo 0* 16 8

CmpTcn TO 128 ift 10% 10% ft

Snpmc 87 58 1|| 1% 1% -%

Eaton CO 046 32 ZTOO 13% 13%.13%

Echo Bay 067 232189 8A 7% BA ft
I
EcolEnA 032 29 4 8,1 BA BA -A

afiataft 14 31 9% 9% 9% -A

35 I® 15% 14% 15 ft

Fat) Me 07018 3 26% 26% 28%
.
ft

UNA 270 18 POO 51% 51% 51% ft
ForatoLa 231289 3ft 38% 38% ft
Fneeny 12 65 B% til ‘ 9% ft

Seen 080 15 03 17 16% 17 ft
GMFdAX 076 18 376 34% 33% 34% ft
tamer 070 13 200 19% 19 19% ft
60MM 8 34 A d% A +A

1 725 11 d» H ft 1

n 8to PI Sto

Hook Dto. E lOOe M0b Law Ckaa Cbno Suck uto.' E 100a Mgb Low Chat Chug

lUbrox 040 181368 30% 38% 39% ft HY1TOA 059 531112 38% 35% 35% ft

HeMlCh 29 4 lA 81% 1A 5 29 9% 0% 9% -A

Mcs 010 B 10 17 17 17 PBBWtoG 0101011048 10% 0% 10% ft
HnodtolA 9 10 SA 8 8 MO 1 M 8% 8% B% ft

PMC 1.12 12 52 13% 13% 13% ft

tatomnCto 018 17 43 12% 12 12 ft _ _ .
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Mac HP OGD 8 27 14 14 14

Itodga II 2624 10*2 9% 9* -A

IhgnaGrp (TO 13 806u2B% X 26% ft
UtSBax 001 25 4744 21% 20% 21 ft
Macao Cp 5 X 12% 11% 12 ft
NtotaDr 3710451 14 12% 12% -1%

IfeakriCp 9 B7 89 96% 9G% -%

WrstiSmkA 0.44 80 16 11% 11% 11% ft
Mmhal 074 16 785 32% 31% 32% ft
UactK 52 7144052% 47% 50% +2%

HUlli Hi 930 7% 7% 7%
Untn&t 205107 35% 34% X
HcOrtti B 056 13 334 24% 23% 24% +1%

MKkmkW 056 42 5619u24% 24% 24% ft
Mate lac O1B250 405 15% 14% 15 +%
Mebnuna 024 14 37 8 7% 7% ft
ttonttoCp 010 22 1325 22% 21% 22 ft

UmM 024 17 1183 8% dS% 8A -A
ManantB 184 12 2GS 30% 29% 30*s

Menartm 3 858 12% 12% 12%

Mntuy G 096 13 14 48% 48% 48% +A
Marisal 0 4430 2£ 2 2 -A
Mlhatol4x0niB 480 19*2 1B% 10% ft

MFSCm 1617685 50% 49% 50 -ft

Mteftaal F on 16 222 12% 12.*« 12%

Hcroioa IX 1099100% 19ft 19% ft
Mtoroeon 131485 8% 9% 9% ft
Mtagnte X 244 B 5% 5% -ft

Mtefl 383506 >38%>35%137% ft
MdAMM 15 X 11% 10% 11% ft
MdwOnto 050 60 1781117% 1617% +1

MVor H aa 23 1804 43% 43% 43% ft
Ulem 16 40% XA 39% ft
Uartdi ai0 19 201 12% 1212%
MoWteTM 64148 14 13% 13% ft
ModtfnOa«a2414 9 10% 1 0ft 10% ft
MxrtfiMf OGB 12 BS3 25% 24% 25 ft
MoteA 006X2832 33*4 32% 33 +%
IMate 006 25 2231 38% X% 36% ft
Mncom 004 37 3X 8% 8 6%
MrtMSPf 4032 13 301 28% 27% 27% -1%

MTSSya 064 12 137 n% 20% 20% ft
l*cogm 6 802 16% 15% 15% ft

S«M» 1.06 102419

SlfckHlti 42 296

Snrtnai 020214 47

scuteboiAxoma 1919

Seta Cp OK 7 613

Score &d 13002

Same mx ns
S8Cp 024 17 413

SteetaB OX B 418

Setecta i.T2 9 101

Saqttant 302485

Gflquoto 5 G88

SsnrTecb 1 417

Sawnaon OX IS 2

Stated 034 247903

SbToWrir IS 1337

Ghorowuad 15 335

State P 37 392

SgaiAl 044 20 ITO
SteBUDH 73 498

34% 34ft ft

18% 18%

20% 21% ft

X 22*2 ft
18% 1B% ft

55% 55% +1%
19 19% ft

A % +.05

44% 46+1%

23% 23% -%
21 21 -%

iA *A
8% 6%

15 15% ft

54% 55% ft
36% 36% +A
17% 17% ft
7*2 7% ft
X 69*2 ft

38% 33% ft
9 9% ft

41 42% +1%

8% 8%
1% 1% ft

SbToWrir IS 1337

Ghommod 15 335

Stator P 37 392

9gaN 044 20 ITO
SgauDes 73 48B

SBcnVSc 006 11 TO
StecMGp 72ia
Sknpton 040 11 789

anteiTacn 1 17

Smteu » 419

SMimreP 0 246

SnolM 069 123844

Spiegel A 0X225 260

Spntea 411761

StJurtMd 040 2113063

StPrtBcx 0(8 20 594

State 3452537

Surtnka 7211317

SB! Men 4 3162

Sitei Tae 01012 171

StotyUSA on 0 546

SbW 5 20

Stated 1.10 3 283

Strangle 0 45B

SBUODy 4532601

S&yker 005X3110
EtateC 06014 388

Suroltomofl OBO 6 7

SanmBTB 104386

WSpnt 2 2

SuaMc 2S39BB6

Stolon Hi 238 598

SwMTrn am 33 274

Sybase tec 189446

Spmtoc 133337

Syaaboy OX 12 40

Syndic 77 TO
SyatmStot 010 16 5393

SyatomSdO X 319

-S -

2419 X 37%

296 u40 39%

47 13% 12%

1919 21% 20%
BOBS 60% 49%

707 5S 5%
813 10% dB%

3002 3% 2%
115 33A 35%
413 20% a
418 2% 2%
191 34% 33%
3485 15 14%
G88 2ft 2*z

417 3% 2%
2 15%d15%

7903 49% 45%
1337 7i] 7%
335 19% 19%

382 16% 18%

ITO X 58*2

489 7% 7%
TO 26% 26%
HR 1B% 16%

789 10% 9%
17 i! ft

419 X% 28*2

246 1J| 1%
»44 33% 32%

268 6% 6%
1761 12%011%
3063 40% »%
584 X% 26%
2537 19 17%
1317 33% 32%
ITO 1t%d10%
171 13 12%
548 2% 2%

X 16 15%
293 17% 16%

456 1% 1%
2601 18% 17%

H1B 29% 28%
388 12% 11%
7 24% 24%

(386 5% 05

2 1% d1%

08K 62% G0%

588 12% lljj

274 23 X%
9446 17% 18%
3337 11 10*2

4B 16% 15%
TO 37 36%
5393 12 11%
315 14% 13%

37% ft
39*2 ft

12% ft
21%
50% ft
5% ft
BU +A
2H ft
35A
a -%

2% ft
34%

1ft ft
2*2

3%
15*«

45*2 -2%

712 -A
16)1 ft
19%
a +%
7% ft
26% ft
16% ft

40% +%
26% +%
17% -%

32% ft
10% -1%
!7% ft

2% ft
15%
17

iA ft

16% ft
a ft

91% +%
11U ft
22%

17% -%

10*2 ft
16% ft

37 ft
11% +A
13% ft

r-otfsc

T-rowePr

TBC Cp

TCA Ota
TDGpA

TacftOata

Tocunseb

Irtahc

TafcoSya

Trtriu

Tatar Cp

Tatra Tac

Turt’hADR

3Com

-T-
4 738 ZA

064 X X 34%
12 TO 6%

059 19 142 26%

5DKHE5 13

X5854 27%

2/40 9 40 54

34 306 15%
131178 21%

8012417X6%

Ml 191317 12%
24 712 21%

OZO 287426 43%
562BSB 68%

2 ZA +A
33% 33% ft
6% 6% ft
2B% 26%

12% 13 +ft

25% Z7% +1%

52% a% ft
14% 15% ft
1B%20% ft
84 65 ft
11 11% -1

20% 20% ft
41% 43% +1%

68% 67% ft

TO

TJhtt

Todd-AO

Tokyoite

Tom Brown

TooMta

Tapps Go

TlartWId

Trtucart

TTwwtk

Trimble

Troartn

TiudcrtkC

TtaflUb

Ty*«A

- T -

12 144 6% 8

022 13 660 19% 16%
on a 2 ii ii

am a a 54%d54%
IX 484 19 18

373 9% 9

OX 1810509 3H d3%

3 350 8% 8

12 X 5 4%
124 10 120 49% 49%

2B210G8 14% 13%
78 87 3% 3%

an re a 22% 21%
onX 643 B% 06%

012 X 2125 29% 29%

E

19

11

54% ft
19 -%

9% ft

5

«S% ft
14% -A
3%
21% -%

8% +A
29%

- u -

2 H n
in 17 739 21%
04012 8 23

012 21 319 27%

2X15 347u52%

124 16 3052 40%
812 291 16%
2063130 63%

4 303 3%
in 18 402 a%
on 1410160 18

on 14 8X 13%

on x a 00%
7 222 3%

- V -

040 16 86 34%
781033 16%

OX 6 174 22%
614272 23%

33 TO 34%
282083 18%

OX 33 25 14%
46 1475 10

2S123B0 18%

050 7 B70 20%

d% ft +A
20% 20% -%

22% 22%
Z7 27% +%

51% 52% +%
39% 39% ft
1618% ft

59% 60 -2%

3A 3A -A
61% 81% -1

17% 17% -a
12% 13% +1

68 88% +%
3A 3A ft

34 34 -%

16% 16% ft
21% 21% ft
22% 23% +A
33% 34% ft
18 18 -%

14% 14% ft
9% 9% +A
17% 18 +%
a%a% ft

teogLBb

Warner &i 000

Vtaranch

teMUx 0SB

wtoUrtA ax
team PM 02
WHO 2/48

tetamBnc 092

WBSaUA

mitt iso

MiKSancma X
WUML 028

WHdcn 2

ttcnwrta 048:

WPPAORx 0231

nymmfidnOAO

:

23% 22%

17% 17%

U13 11%
42% 40%

21*2 21%
10% 18%

50% 47%

51% 50%

27% 26*2

31 29*2

67% 65%

73 27%
12% 12%
24123%
21*8 20%

37% 36%

22% 20%

22% ft
17% ft'

12% ft
41% -1

21% ft
19% ft
48% -1%

51% ft
26% ft
29% -1%

67% ft

27% ft
12% ft
a% ft
21% ft
37% ft
20% -1%

-X- Y-Z-
»n* 2116407 35% 33 35% +2%
Awn 66 3430 20% 19% 20 ft
ttmcnp 4 4560 3% 3*2 3>*c

TOO* 094 716305 13% 12 12 -lA
Vo*Rata 21 1964 10% 9% 10% ft
zmczhft i.re ia ire 9i 90% aoA ft
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FT G U I D E TO T H E W E E K
MONDAY

Labour manifesto vote

The British opposition Labour party
announces the results or a membership
ballot on Its draft election manifesto.
Billed as its biggest-ever exercise in

party democracy, the vote has been
dismissed as a meaningless stunt by
Labour's enemies since members can
only accept or reject die entire
document. Fearing a low turnout.
Labour set up a freephone number for

its 400,000 members to vote; more than
half are expected to have participated.

Li Lanqing in London
Li Lanqing. China’s vice-premier,
begins a four-day visit to London. Mr
Li, whose responsibilities include
foreign trade and investment, will

discuss with UK counterparts
commercial relations and also issues
related to China’s takeover of Hong
Kong on July 1 1997. Mr LI is a
candidate to replace Premier Li Peng
when he steps down in early 1998.

Venezuelan roadshow
The Venezuelan telecommunications
company, CANTV, launches a Euro-
pean road show to promote the sale of

40 per cent of its shares. The global
managers of the offering are Lehman
Brothers and SBC Warburg. A US road
show follows on November 14. This
sale of about 239.4m shares marks the
revival of a privatisation programme
stalled for more than two years.

Public holidays
Andorra. Colombia, Dominica, Japan,
Panama, Tonga, Vatican City.

Venezuela.

TUESDAY

IIS presidential election

Voters in the
United States

choose a
president, 435

members of the
House of
Represent-
atives. 34
senators and
thousands of

state and local officials. In several

states they also vote in referendums,
ranging from an attempt to end
affirmative action in California to a
proposal to reverse a ban on
bear-baiting in Oregon. While
President Bill Clinton is expected to

secure a comfortable victory over his

Republican opponent. Bob Dole, the
outcome of the congressional races is

much less certain. If the Republicans
keep their majorities, they may
continue to set much of the domestic
policy agenda in the next two years.

Sober German forecast
A sober view of Germany's economic
prospects is likely when the DIHT, the
umbrella body for the chambers of

industry and commerce, publishes its

autumn survey. Last year, with a
warning of slow growth and rising
unemployment, it gave a more accurate
forecast for this year than the
government and most economists. The
outlook for 1997 is likely to be lees than
euphoric: the DIHT said last week the
forecast of 2.5 per cent growth for 1997

by Germany’s six leading economic
research institutes “was more hope
than expectation".

Strike In Russia
A nationwide general strike Is

scheduled in Russia to protest against
wage arrears which have left some
workers unpaid for several months.
Although similar protests have had
little impact in the past, some
observers think that this year could be
different because the patience of
Russia's long-suffering workers may
have worn out.

Japan-Russia talks
Japanese and Russian foreign and
defence officials meet in Tokyo for a
discussion on international affairs (to

Nov 6). This is the fourth such meeting
since 1992 and part of attempts to put
troubled relations on a better footing.

They remain the only combatants from
the second world war yet to sign a
peace treaty, because of differences

over which country owns four Russian-
occupied islands north of Japan.

Horse racing
Much of Australia will shut down for

the Melbourne Cup. The easy favourite

is Oscar Schindler, an Irish horse
which came third in the Prix de l’Arc

de Triomphe. Many businessmen are
wondering about a double: the Reserve

Bank board meets in the morning,
amid speculation over a further easing
in the interest rate.

FT Survey
East African Community.

Public holidays
Australia. Dominica, El Salvador,

Puerto Rico.

WEDNESDAY 6

Charles in central Asia
Prince Charles arrives in Turk-
menistan at the start of a six-day
official tour of central Asia, during
which he will open two British

embassies — in Ashgabat
(Turkmenistan) and Tashkent
(Uzbekistan). A Buckingham Palace
official said that the trip was about
“building bridges" in a region rich in

oil. gas and minerals. Prince Charles
will be the most senior member of the
royal family to have visited the area.

Suicide threat in India

An Indian
feminist gTOUp,
Women's
Awakening, has
threatened to
launch a series

of self-

immolations
until the
culmination of

the Miss World beauty contest in

Bangalore on November 23. The group
claims the contest is degrading and
inappropriate in a country where

women are often the chief victims of
poverty and discrimination. A leader of
the group said they would turn
Bangalore into a “battlefield". Feminist
protesters will be joined by Gandhian
and Moslem groups who oppose what
they see as brazen, western decadence.

Sri Lanka unveils budget
Sri T-anVfl presents its annual budget
for next year amid a worsening deficit,

falling privatisation revenue, galloping
inflation and mounting expenditure to

battle separatist Tamil Tiger guerrillas.

Draft estimates laid before parliament
last month showed that 22 per cent of
government spending In 1997 would go
towards financing the war against

Tamil Tiger guerrillas, compared with
about 16 per cent in 1996.

Saleroom

One of the most
celebrated paintings by
the tura-of-the-centnry
British artist John
William Waterhouse is

up for auction at

Sotheby's in London,
with an estimated price of £l-5m.
Humming with suppressed sexuality.

“Flora and the Zephyrs" could well

appeal to collectors beyond Europe
alone. In the Christie's auction of
Victorian art an Friday there is

another important Waterhouse work,
“The Charmer", estimated at up to

£500,000. In 1967, when such escapist,

decorative works were out of fashion, it

sold for 420 guineas.

FT Surveys
FT Review of Information Technology;
Indian Software.

Public holidays

Morocco. Tajikistan.

THURSDAY 7

Franeo-British summit
British and French leaders assemble in

Bordeaux, south-west France, for the

arinnal Anglo-French summit (to Nov
8). Both John Major, the British prime

minister, and Jacques Chirac, the

French president, are expected to be

accompanied by about half-a-dozen

senior ministers. Subjects high on the

agenda are likely to include the EU
intergovernmental conference, Nato
reform, bilateral defence issues, the
Middle East ^nri Bosnia.

Hashimoto in re-election
The Japanese parliament convenes for

a five-day session during which
Ryutaro Hashimoto is almost certain to

be re-elected for a second term as
prime minister. However, he is also

likely to lead a precarious minority
government, with very limited scope to

put through the economic deregulation

measures which economists agree are
vital to lift the maturing Japanese
economy's growth potential.

Public holidays
Bangladesh, Russia, Tunisia. Ukraine.

FRIDAY 8

Scottish bridge decision
The written Judgment is expected on
an appeal by a man who was convicted

ofrefusing to pay the ton for crossing
the Skye Bridge in Scotland. George
Anderson, a retired trade union
official, contends that the tolls - £4.30

for a car in winter - were illegal. A
defeat for the government would be
politically embarrassing and a blow to

tiie private finance initiative, under
which the £25m bridge was built.

Waigel learns tax forecasts
Theo Waigel, Germany’s embattled
fmanwi minister will brace himself for

more bad budgetary news when
experts from his ministry, the federal

states, the Bundesbank and economic
research institutes update tax revenue
forecasts for 1997. Mr Waigel has
already said he expects lower revenues
for the federal and state governments
and has signalled flirther public

spending cuts to keep next year’s

budget deficit at DMS&Sbn (£22.9bn) on
track for Emu convergence.

Sanctions forum in Geneva
Senior officials from Libya, Iran and
Iraq are to take part in a two-day
conference in Geneva on the value and
impact of economic sanctions. The
venue was switched from the European
headquarters of the United Nations to

a nearby hotel after objections from
Washington. The conference is

organised by the Institute for Global
Leadership, which also runs the annual
forum for world political and business

leaders in Crans-Montnna.

FT Survey
Middle East Capital Markets.

Public holidays

India. Ukraine.

SATURDAY

Castro visits Santiago

Heads of stale from all 21 Spauish and

Portuguese-speaking nations of Latin

America and the Caribbean, plus bpam

and Portugal, gather in Chile for the

sixth annual Ibero-American summit.

Among them will bo President Fidel

Castro of Cuba, who will sign the final

declaration in favour or democracy,

pluralism mid respect for human

rights. Meanwhile, the summit In

Soccer

England play
Georgia away
iu a World Cup
European
qualifying
match, for

which Paul
Gascoigne has
been picked for

the squad in

spite of repeated on-field misbehaviour

and allegations of wife-boating. Other

matches include Holland v Wales and
Germany v Northern Ireland.

-..-SifSv

Public holidays
India, Nepal. Pakistan. Spain (Madrid

only).

SUNDAY 10

Elections in Slovenia
Slovenia, the most successful state to

emerge from the ruins of former
Yugoslavia, votes in general elections

in the third multi-party poll and the

second since the tiny republic seceded

from the Yugoslav communist
federation in 1991. Opinion polls show
the Liberal Democrats of Janez

Dmovsek. the prime minister, leading

the main opposition. His centre-left

party, the senior member in the

coalition government, is expected to

face its biggest challenge from the

right-wing coalition headed by Janez
Jansa. the former defence minister.

Soccer
Nine World Cup European qualifying

matches, including Scotland v Sweden
and Republic of Ireland v Iceland.

Public holidays
Malaysia. Mauritius. Singapore, Sri

Lanka.

Compiled by Simon Strong.

Fax: f+4-f) (0)171 873 3194.

ECONOMIC DIARY; -
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Other economic news

Monday: US construction
spending is thought to have
decelerated in September,
while the annual rate of UK
narrow money supply
growth should have been
stable in October.
Tuesday: UK manufactur-

ing production is expected to

have returned to an upward
trend in September after its

weakness in the preceding
month. Canada's foreign
exchange reserves should
have increased in October,
after falling in September.
Wednesday: The Confeder-

ation of British Industry
releases its latest survey of

retailers. Inflation in Italy is

thought to have decelerated
a little in October.

Thursday: Unemployment
is forecast to have risen in

October, but at a slower rate

than in the previous month.
US consumer credit growth
is predicted to have gained
momentum in September.
Friday: Inflation in the

Netherlands may have
picked up a little in October,
while the unemployment
rate in Canada is forecast to
have declined a little. Whole-
sale trade in the US is expec-
ted to have rebounded in

September, after the fall it

recorded in August.

ACROSS
1 A digital recording? (11)
7 Male singer loses his head

- the fool! (3)

9 She takes a long time to
grasp the point (5)

10 Perfume, free to wearers
(4-5)

11 Understanding lot of peo-
ple? I9i

12 Beguile n lot of finches <5)

13 Unnecessary loss of a point
irritates (7)

15 Ride or fall (4)

18 Storm caused by parking
on drive (4)

20 Primate possibly irregular
in speech (7)

23 Flower girl who was asked
for an answer (5)

24 Tasmania was his land (3.6)

26 Try naming Cook’s vessel
<91

27 She’s in sanitation *5)

28 The cash element <3)

29 How a top actor went over
as Romeo? (4-7)

Statistics to be released this week
Day
Released Country

Economic

Statistic

Median

Forecast

Previous

Actual

Day
flslsasad Country Statistic

Medan
forecast

Pravteue

Actual

Mon UK Oct MO* 0.5% 0.2% Poland Sep trade balance (Nat Bank of Poland) ** -SBIQm

Nov 4 UK Oct MO" 6.9% 7.0% US Q3 productivity praHrrinary 0.5%

Canada Aug labour Income* 0.0% -0.8% US Sep consumer credit $5^bn .. $33bn .

US Sep construction spending 0.2% 0.9% US Ml - week ended Oct 28 - $11.4bn

Tues UK Sep Industrial production* 0.5% -0.4% US M2 - week ended Oct28 - «10.8br»,
.

Nov 5 UK Sep industrial production** 0.0% 0.0% US M3 - weekended Oct 28 -
’ $14.7bn

UK Sep manufacturing output* 0.5% -0.3% Fri Neth’ds • Oct consumer price index* 0.1% .
0.9%

'

UK Sep manufacturing output*" 0.2% -0.8% Nov0 - Neth’ds Oct consumer price Index** 2-2% •; 2.0%

Canada Oct foreign reserves (change) CS400m -C$100m Canada Oct employment ratef 0.1% •..-0.3%. •

US Sep home completions - 1.42m Canada Oct unemployment rate 9.7% 9.8%
"

US Redbook weekend Nov 2 - 0.4% Sweden Oct unemployment rate
- 8.3%

Japan Oct trade balance (Bret 20 days) ** YIQObn Canada Oct housing starts, units 134.500 132.000 -

Spain Oct official reserves - +$1-28bn US Sep wholesale trade “
. -0.9%

Wed Italy Oct consumer price Index* 0.1% 0.3% During the week...

Nov 6 Italy Oct consumer price Index** ao% 3.4% Germany Sep Industrial production* 05% • 0.0%

Arg’ttna Sep trade balance -$25m $26m Germany Sep manufacturing output* 0.2% 0.6%

There Aust’lia Oct unemployment 16,000 -34,000 • Germany Sep Industrial production, west"
.

06% -0.8%

Nov 7 Aust’lia Oct unemployment rate 8.7% &7% Germany Sep Industrial production, east*
** 6.1%

Italy Aug European Union trade balance L2,300bn L5.600bn Swftz'd Oct unemployment rats 4.5%
.
4-6%

Italy Sep ex-European Union trade balance L3,900bn L5,700bn Belgium Oct unemployment rate 14.0% 14.2%

Germany Oct unemployment 10,000 39,000 Germoiy Aug trade balance DM9.Obn : DMIQAbn

Germany Oct unemployment, westf 10,000 34,000 Germany Aug currant account DMS^bn
. .

-DM4Abn

Germany Oct unemployment, eastf no change 4,000 Japan Sep current account (IMF) norrf Y860bn
‘

Yl.lOObn .

Germany August employment westf- -3,000 no change Japan

'

Sep trade baferoe (IMF) nont «*
'

Y1,300bn

Poland Sep current account balance - +$58m month on month, “year on year, tseaaonsfly adfrntnd
. .

Stateflea, ttunesyMMSMvnaronal,

DOWN
1 Growing tired of signalling?

(8)

2 A number of bonds are for
a ten-year period 18 )

3 Follow directions, girl (5)

4 Groups of wild pirates <71

5 Visible penetration (7)

6 He called to give the news
(4-5) ....

7 In reality a cult with a dif-

ference (6)

8 Ten.foot midget! (0)

14 Times of scarcity won’t
worry Mr Sprat (4.5)

16 Small company simply
involved In producing
games <81

17 Profit announced - and
denied (8)

19 Physiologist has a sweet (7)

20 Facts going to one boy is

applicable to the whole
class (7)

21 Notice the opening In good
time (6)

22 A horse may be afflicted (6)

25 State aid distributed by the
Home Office (5)

MONDAY PRIZE CROSSWORD
No.9,216 Set by DANTE

A prize of a Pellkan New Classic 380 fountain pen for the first correct
solution opened and five runner-up prizes of £35 Pellkan vouchers
will be awarded. Solutions by Thursday November 14. marked Mon-
day Crossword 9,216 on the envelope, to Che Financial limes. 1

Southwark Bridge. London SGI 9HL. Solution on Monday November
18. Please allow 28 days for delivery of prizes.

Name ———
Address _

Winners 9,204

Mrs S.A. Board. Wales. Nr
Sheffield
D.A. Carey. Maidenhead,
Berks
S.A. Clack. London E16
J. F]aveil. Burbage, Leics
Mrs J. Johnston. Caerlean, S.
Wales
A. Molina, London SWi

Solution 9,204

Chronomat

BREITLING SA
P.O. Box 1132

SWITZERLAND - 2540 CRENCHEN
Tel.: 41 65/51 11 31

Fov.: 41 65 / 53 1009

INSTRUMENTS
FOR PROFESSIONALS

JOTTER PAD

. i

: ! ; / \

*

«-



FINANCIAL. TIMES MONDAY NOVEMBER 4 1996

MEDIA FUTURES

Can’t pay, won’t cybersurf
Cheap unlimited Net access will not last much longer, writes Alan Cane

T he end of the Inter-
net as an essentially

“free” service seems
in sight. The omens

include the advanced trans-
mission systems being built
by telecommunications oper-
ators around the globe to
accommodate Net traffic and
the delays caused by conges*
tion on the lines which have
turned the World Wide Web
into the "World Wide Wait".
For business users in par-

ticular, today's Net perfor-
mance - which works on a
‘’best-effort" system, guaran-
teeing neither speed nor
capacity - is simply not
good enough. They will be
the first customers for the
premium services from the
large operators which, for a
price, will guarantee quality

performance.
The prospect raises the

spectre of a world divided
further by a technology that
many bad hoped would help

to bring it together. James
Cosgrove, chief executive of
AT&T Unisource and a far-

mer head of AT&T’s multi-
media activities, thinks that
advanced technologies such
as Asynchronous . Transfer
Mode (which allows data,
voice and video to be mi»»d
in the same transmission)
will be common in telecoms
links between metropolitan
areas within five years. But
not, he believes, in develop-

ing countries or rural areas.

As Anne Leer of Oxford
University points out in a
new book*: “The pessimists
claim that the rich will dom-
inate the poor and that
access to the global informa-
tion infrastructure will be
restricted to those who can
afford it.

“They fear -that the win-
ners to benefit from the GI3
will be the competitive
nations of the world and not
the starving ones.”

The paradox is that while
the Net seems to be creaking
to a halt as congestion clogs
the links between rts individ-

ual networks, there is abun-
dant capacity in the global
telecoms network. After all,

four glass fibre strands each
the thickness of a human
hair can transmit 600,000
conversations simulta-
neously. There is a lot of
glass fibre on the ocean bed
and a fleet of communica-
tions satellites aloft. As
David Hughes, Net engineer-

ing manager for British Tele-

communications. points out
“The1 principal operators
have kept wen ahead of con-

gestion by adding capacity.”

A host of techniques exists

to improve glass fibre trans-

mission capacity from
today's 5bn bits (binary dig-

its) a second to 20bn bits a
second over the next five

years. Well understood tech-

nologies such as wave divi-

sion multiplexing can double
transmission capacity.
Why. then, are the net-

works congested? Because
both the technological and
the business models of the
telephone- network are inap-

propriate for today's traffic.

The network was designed
statistically for brief voice
conversations: in areas of
high Net use, customers
leave the lines open for

hours at a time. Further-
more, the Internet being a
network of networks, there
are many different links

between a customer and a
Web site.

The customer’s service
provider may have too few
modems or provide too nar-
row an electronic pipe
between the node and the
backbone network. Result:

congestion.

The creator of a popular
Web site may have too small
a network server (database

computer) or too few access
ports to satisfy all those anx-
ious to visit the site. Result:
more congestion.

All of this points to the
inadequacy of today's busi-
ness model: there is ample
capacity In the backbone
networks but it is unclear
how much of it the operators
are prepared to allocate to
Net services at very low
prices. “In the end,” says Mr
Marcel Horst, Net services
manager for Energis, the UK
telecoms operator, “the user
will have to pay for
enhanced quality.”

Who the user should be is

open to debate. It could be a
company which cuts costs
by marketing or distributing

over the Net But the days of
unlimited Net access for a
small monthly subscription

are surely numbered.
*Ifs a Wired World. Anne C
Leer, Scandinavian Univer-

sity Press. 1996. £31.

Tim Jackson

Online aisles of joy
It cannot be
easy to pull
the wool over
the eyes of
T e s c o ,

Britain’s
most innova-
tive super-
market

retailer. Yet Microsoft
seems to have done just
that As part of the compa-
ny’s war against Netscape,
Microsoft has hoodwinked
Tesco into setting up a new
Internet shopping service in
such a way that customers
using a Netscape browser
cannot easily look at the
service, let alone use it.

Combined with a number
of other obvious flaws in
the service's Web site
(jotow. tesco. co. u k(super-
store), this will reduce by
more than 50 per cent the
number of its potential cus-
tomers. But with luck, that
may prove only a tempo-
rary aberration - and Tesco
may soon be able to take
credit for the most impor-
tant innovation in food
retailing since the invention
of the supermarket itself

The idea at ordering food
electronically for home
delivery is not itself new.
Peapod. an innovative
American company that
was covered in this column
last winter, has been selling

food from Safeway to thou-
sands of US customers via
PCs and phone lines for
more than a year now. But
so far no mainstream super-
market chain has imple-
mented online shopping
itself, instead of in partner-
ship with an outside com-
pany. Tesco may well be the
first to do so.

The Tesco service, for-

mally launched last Thurs-
day. allows customers to
buy any of the 20,000 differ-

ent items on sale at the
company's Osterley super-
store in outer west London,
Including fresh fruit and
vegetables, bread, wet fish,

and ice cream. The price to
the customer 1g only £5
($8.15) plus the total shown
on the till receipt. If they
order before 4pm, custom-
ers can pick a two-hour
window for delivery the
next day between 8.30am

and 9-SOpm. They can also

earn points on their super-

market loyalty cards, and
pay by credit or debit cards.

As with Peapod, the Web
interface is only the tip of

the technical iceberg. Order
details are transferred from
the Web server to Tesco’s

internal e-mail system and
then printed out at Osterley

in a "picking order"
designed to get the products

into the trolley as swiftly as
possible. Orders are fulfilled

one at a time by a uni-

formed Tesco employee who
walks around the store and
pays at a designated check-
out counter. They are then
delivered in one of three
Transit vans equipped with
a zone cooled to 3a
Because the food stays

chilled during delivery and
customers have to give a
day's notice of orders, Tesco
can load between 20 and 40
orders at once in a single
van instead of wasting driv-

ing time on lots of small
toand-fro trips. Ken Towel,
a former Tesco superstore
manager who is in charge
of the project, r-inimg that
the total marginal cost to
the company of the extra
service is less than the £5
delivery charge - astonish-
ing when you consider that
the labour cost of the shop-
ping alone probably runs to
£1.50 or more.
The system is a pilot

scheme offered within a
five-mile radius of the sin-

gle Osterley store. So far
there are only a few hun-
dred customers whom
Tesco recruited by sending
out an electronic junk man
shot to CompuServe and
MSN subscribers living in

specified postal districts.

That is odd, since the com-
pany would bring in extra
business, rather than sim-
ply converting existing
drive-in customers to home
delivery, if it ran a pilot
scheme in a central London
district that does not have a
large Tesco.
Other aspects of the ser-

vice will probably need to
change when it becomes
more widely available.
Tesco has no formal check-

ing system to make sure its

staff pick the right prod-

ucts. With the high cost of

correcting mistakes, the

best way to maintain qual-

ity as volumes increase may
well be to print out the

product barcodes on the
picking lists so they can be
checked against the pack-

ages pulled off the shelves.

In the long term, the ser-

vice has great potential for

customers. Supermarket
shopping may be more eco-

nomical and convenient
than strolling around shops
one by one. but no one
could claim it is fun - par-

ticularly with children.

Once they have used online

ordering to get their regular

weekly list, many middle-
class British families could
find the service becomes as
indispensable a part of their

lives as chill-cook food and
a microwave.
For the supermarkets,

home delivery is an equally
dramatic departure. At
present, delivery of gro-
ceries is a premium niche-
market service in Britain,

offered only by a few
upmarket names. Yet super-
markets have unparalleled
experience of logistics and
cost control. If Tesco and its

competitors can apply the
same discipline to deliver-

ing food from stores to cus-

tomers as they already have
done from warehouses to
stores, the result may he to
bring about a change in the
entire culture of shopping
in Britain.

Not only would online
grocery ordering become a
compelling reason for
households to hook up to
the Internet. More Interest-

ingly. the service could
remove one of the most
important reasons for city-

dwellers to own cars.

The result might be that
the supermarkets - excori-

ated by many environmen-
talists for the harm they
have done to cities by
inventing out-of-town shop-
ping — may once again
return to favour. Job cre-

ation. convenience for the
old and disabled, friendli-

ness to the environment:
online grocery shopping has
something to satisfy every
political taste.

tmLjackson@pobcac.com

Robot dog acquires byte
‘Synthetic characters' are here at last, says Victoria Griffith

D o you love me? /
live for your
approval Are you
a computer or a

real person?
So opens an Internet

exchange between an anony-

;
mous surfer and Julia, a

i computer programme with
attitude which wanders
cyberspace in search of peo-

ple to chat with. The brain-

child of Michael Mauldin of

Carnegie Mellon University,

Julia is an early example of

a virtual human. With
strong opinions and the abil-

ity to Interact with others,

Julia fools many into think-

ing she is human.
For years the playthings of

academics and cyberianatics,

creations like Julia - also

known as “synthetic charac-

ters" or “bots” - are about

to be introduced to the main-

stream. Grey Advertising

says it is studying similar

technology for use in several

publicity campaigns across

the Net. IBM says it may
replace technical support

with virtual humans.
Abbott Brush, of IBM's

Net division, envisions vir-

tual car salesmen who would
take viewers around a cyber-

space car lot.

“Shoppers could shake
hands with the character,

ask questions about price

and performance, and maybe
even engage in a little small

talk,” says Brush. Other
researchers imagine smiling

Net cashiers who ring up
purchases and Walt Disney

characters talking to chil-

dren about films, toys, and
family problems.
No one has yet created a

synthetic character that
incorporates all human attri-

butes, but research on pieces
of the puzzle has made great

strides.

“Lots of us have been
working on separate parts of
the equation," says Mauldin.
•I’ve been focusing on lan-

guage. while others have
been doing speech recogni-

tion, and three-dimensional
Imaging. It’s just recently
occurred to us that we could
put this all together to cre-

ate a truly virtual being.”

Research during the last

few years at the Massachu-
setts Institute of Technolo-

gy’s Media Laboratory has
focussed on virtual emo-
tions. Silas, an animated dog
which exists only in a com-
puter, has been programmed
to react to outside cues.

Anyone wanting to inter-'

act with Silas steps, into a

space that is filmed by a dig-

ital camera. The Image is

simultaneously projected
onto a life-size screen where
Silas appears.
On one occasion, Silas

wagged his tail at a new visi-

tor and then fetched his vir-

tual bail- After a few min-
utes of play, he got thirsty

and lapped some water out

of his bowL Later, when he

was sent to the comer, he
sulked off, head down and
tail tucked.

Silas's emotional range is

still limited. Any new visitor

excites him, whether the per-

son. smiles or growls, or
smells like a cat He doesn’t

look or move like a real dog.

Yet the game is so convinc-
ing that at least one partici-

pant felt guilty about send-

ing him away.
Synthetic characters have

also made huge linguistic

advances. In the early days,

glitches would quickly show
up in conversations with
computers. Take an
exchange between the artifi-

cial intelligence software.
Depression 2.0, made by
TBM, and "Roger”, as
described in Sherry Turkle’s
book Lffb On the Screen:

Roger I can’t get along with
my wife.

Depression; What has taken
the friendliness out of you?
Roger: She does not make
me feel loved. I want to be
loved.
Depression; it must be nice

to be so loved.

While exchanges as absurd
as this one can now be
avoided, virtual characters
are still for from imitating

life. “I’ve been trying to
make Julia more convincing
lately.” says Mauldin. “She
now makes typographical
errors sometimes. But she
still only fools -about 70 per

cent of people for five min-
utes or more.”
To be more human. Maul-

din says, Julia must acquire

a more detailed understand-
ing of life.

While Julia knows cats are

domestic pets, and can
“chat” about their antics,

she has no idea how they
function physically. She
states cheerfully that she
prefers cats to dogs, but is

completely thrown when
anyone asks how she feels

about de-clawlng. Getting
Julia to understand subtle-

ties will be a long, hard bat-

tle, says Mauldin.
The first commercial appli-

cations for virtual beings
will probably use animated
characters.
“Acceptance by the public

will depend on whether or

not they think they're being
fooled,” says Bruce Blum-
bers, Silas’s trainer at MIT.

Julia’s experience on the

Net is instructive. The com-
puter user who asked
whether Julia loved him let

loose a storm of foul lan-

guage when he belatedly dis-

covered he was conversing
with a machine. Yet Julia

took it all in good humour,
responding: Tm not into

geeks” and “Please don’t
swear - it upsets me."

Julia’s ability to take the
insults in her stride gives
researchers confidence that

synthetic characters will be
widely accepted. "Virtual
humans may not be perfect,

but they do have their good
points.” says Brush of IBM.
“They don’t get tired of

being asked the same ques-

tion aD the ttmn — they are

always available, and they
can be programmed to
always be in a good mood.”

• Step back from the

details of tomorrow’s presi-

dential election in the US

with Kampaign 96

fuiune.sacdce.cont/smite/
leampaign96lkampoiffnJn-
tex.himl) and its summary

of the best - and funniest -

comments during the past

months, organised mto
handy sections such as sex

Scandal No 2".
.

• Anyone involved in tne

metals industry should look

at the frames-based metal-

net (u'tcw.metalnet.co.uk),

set up by the Metal Bulletin.

A free 30 day trial gives

access to daily prices for

iron, steel and precious met-

als and fall prices from the

London Metal Exchange,

news from Russia and
japan and country risk rat-

ings from Dun and Brad-

street. The full subscription

price of $1,200 (£736) a year

.

gives access to the Bulletin

online.

• Budding investors can

hone their stock-picking

skills at Final Bell

(toiOtDiSondbox.net/final-

belli), where trades at dos-

ing prices can be made with

a free - but virtual -

$100,000. Only. US shares,

though.
• The Bermuda Stock

Exchange (unow.bsx.com),

which offers prices, com-

pany contacts and news, is

trying to attract new busi-

ness, using its new designs-

tion by the US regulator
SEC as an offshore securi-

ties market
m Debates in the Mother of

aD Parliaments are finally

on the Net courtesy of Han-
sard, the Westminster
scribes. Proceedings from
both the House of Lords and
the Commons ran be found
at umnp.parliatnentthe-sta

tianery-office.CO.uk

• Choosing spectacles usu-

ally involves a mirror, but
at the site of DoHond and
Altchison (www.dd.n-
da.co.uk), the UK optician,

users can build up their

own face on the screen and
the system provides recom-
mended frames. It will even
fell you where :your nearest

branch is, and Includes a
screensaver designed to cut
down on eye strain.

• The Travel Information
Service (uuno.riss.com) has
teamed up with London
travel agent Flightbookers
to sell plane tickets. Locat-

ing times and prices is easy,

but travel agents shouldn’t

worry: finding a spare seat

proved impossible.

• UK bookseller Water-
stone’s (launo.water-
stones.co.uk) have decided to

accept all the late entries

for their Book of the Cen-

tury competition after last

we^s listing here.

james.mackmtosh@fLcom

FTid - The Internet Directory ThaJbUowing comps esaract jfou to

fr:
tote*'™** Oimctog*

Ali^Sfthes^iilan be accessect via hyperlink directfy
? !

l -. Z
iciatTimes at http://www.Fr.cDm

sjgsSw"-

International Internet Name Registration

Have you registered your company, trade and

product names around the world? 300,000+

names are already registered, are yours?

Inamesl Protect Youisell Register Now

net

FREEPHONE 0300 269049 netnamesu neinames. co.uk

Every week
on a Monday
the FT gives you

the chance to advertise

your internet site to the

FT's influential readers

in 160 countries

worldwide.

In addfflon aB adwartfeamante ateo

appear on FT.Com the FT*
Internet site. This gives you a

unique opportunity to attract our

readers to jour cam site via a Ova

n•oeTUiAajoaq-wwvv//^4
jeajis tjBrtftjnovsiAJO

,ZW8lfr IBHlOlm
no Aapteg eieqjeg aocijda^x

A31N3H ^

wajp [Jim

smRqoiapai Duusuio ipnjm
GWWip pue sepiunuoddo aqi

J0 MAUU3A0 leapMJd B DujpiAQJd

BUMIBJ&Ud Asp Z BApenOUUI uy

|Oftau Bopmu«o|U| up
pwBwavtH

-nqniBAONinaz

/ usz uo Aap»H
0) aUHK)

iumop
8W*m PM0M aim

dBoASopum
si qoM «n n

ujimintranet.co.uR

$*&#***

|
jsb re»«™WC«K»!

LI*-'" w^nanau wnm

HOTEL & TRAVEL

INDEX
O N L I N E

REED TRAVELER.NET

THE ONE-STOP SOURCE
FOR ACCOMMODATIONS

INFORMATION WORLDWIDE.

http://www.trav0ler.net/htto

bvanico@oa9.com

Telephone: (201) 902-7768

20% of FT readers went oNtae In

tbs last ysac Bor adverttsfcig rates

and further details please call

Clara BaBwood on
.

0171873 3234

Source: NOP Research June

199&UKi

WftbSpRc*
Domain Nimaa

Service without
email print

0171-240-7867
Info^pMtllnfccojik

W?*
Internet Directory Information

An economical emil-to-fax
service with international
broadcastcapabilities.

See os at COMDEX booth
0PS332! •

URL: bnp^/www&uwayxam
Email: inftXgiikxawayxoin

Demon Internet

Demon Internet Pioneers
of Internet Connectivity
Tb get conDaoad call Donoa Internet

on 0161 371 1000 Enmafi

fcamaSdooiMUM topUtewejtommJntt

Unlpowar £1 I

O*
iMulllW/lHiVM/lMliML

I

Wt on dafgo, manage and baa yoor ike

an>| ibt pom o( Hsto/Dmnino.

u+unmmun 1

http^/vwwjtlxtorejcwn/

Paw$emes3&Sum
SHARP Zauris, EBRobotics Pilot
Nokia9000FnaMLCouinNonoK
CJSfnoMClaMa^Maani^wATlia r

Mkrocom SatelliteTfeunetns
•mtmtoht-wmttoi+iAnj

Teh +44 0)170700533

The Business Forum
Home of

sCBi
• Chambers of

Commerce

1
s Best Practice

Mr thetmthutnu aobtknr

htJp^/wwwbtaln«oniuauii

For information on GAM’S
urict trusts aad umtv funds see

http-J/www.uidnfo-gaiiLcam

Tel: +44 1624 632 777

Demon Internet

net effect
aiie largest European Internet Service Provider

0181 371 1250 E-mail saiesOTiieinon.net hHp://wwvj. rternon.net/



FINANCIAL TIMES MONDAY NOVEM BER 4 i 996

MANAGEMENT

T here was a time when
south American presi-
dents put attending mili-
tary parades above open-

ing new factories. More recently,
however. Inaugurating car pi»nfn
has become one of the most fre-

quent public engagements for
regional heads of state.

On November l, Fernando Hen-
rique Cardoso, president of Bra-
zil, cut the ribbon at Volkswa-
gen's new bus and truck plant in
Resende, 160km from Rio de
Janeiro. Only a fortnight earlier,
he did the honours at another
VW plant, this time for engines,
at San Carlos in Sao Paulo state.

Brazil is not the only country
where the motor industry is
building plants aplenty. In Sep-
tember. Vaclav Havel, president
of the Czech Republic, was guest
of honour at a shiny new assem-
bly plant for Skoda, a VW subsid-
iary, at Mlada Boleslav, north of
Prague. Next month, Carlos
Menem, the Argentine president,
will do the honours at Fiat’s new
facility in Cordoba.
The new factories may be

oceans apart, but together they
represent an entirely novel
approach to maWnp cars. Unlike
traditional plants, where compo-
nent suppliers ship in thousands
of parts a day. in the new facto-
ries the carmaker and its suppli-
ers work side by side.

Coordinated production in the
motor industry is nothing new. A
decade ago, Japanese car compa-
nies mastered the art of “just in
tune” deliveries: many of their
techniques have since been mim-
icked in the west. What distin-

guishes the new breed of facto-
ries, however, is that component
suppliers actually make their
products and, to a greater or
lesser extent fit them to vehicles
on site.

Such close links between
vehicle makers and suppliers
make sense for carmakers strug-

gling to cut costs. Components
account for about 60 per cent of
the cost of new car. Yet the com-
ponent makers have traditionally
shared relatively few of the risks
of a new project.

The carmakers, by contrast
whose badge the finished vehicle
bears, have to shell out far fixed
investments such as factories
and capital equipment and for
variable costs, such as labour -
all in return for mixed prospects
in the marketplace.
Carmakers increasingly believe

that is a poor deal Almost every
significant new vehicle plant now
under construction Involves a
greater involvement by suppliers
than in the past.

In the new assembly hall at
Mlada Boleslav, six important
component suppliers have been
allocated special zones adjacent
to tiie production line to pre-
assemble parts just before they
are required on the new Octavla
saloon. The architects of the airy
new hail deliberately twisted the
normally straight assembly line

into a U-shape to locate the sup-

pliers' zones just where then-

parts have to be fitted on to the
Octavia. Another advantage of
the curved production line is that
it allows all the component mak-
ers' zones to be situated along
the exterior walls of the hall, per-

mitting direct truck access from
outside.

The new facility has cut ship-

ping times and working capital,

says Volkhard Kohler, Skoda's
finance director. Lucas, the UK

Alliances forged
in the factory

Carmakers and component suppliers are pioneering
techniques for working side by side, says Haig Simonian

components group which makes
the Octavla's rear axles, used to
bring in its parts from Bratislava.

Siemens and Allibert. the Ger-
man and French components
groups behind the dashboard, are
transferring production from a
factory 40km away. Mr K&hler
rails the new assembly hail “the
plant of short distances".

Modular production is being
extended further elsewhere. At
the new factory taking shape in

eastern France for the Smart, the
unconventional two-seater being
developed by Mercedes-Benz and
the SMH watches group, suppli-

ers play an even bigger part in

manufacturing.
Some 10 companies will pre-

assemble important sections of

the vehicle either within the
Hambach plant or at their own
linked facilities in “smart ville”,

an industrial park alongside.

Steel bodies will come from
Magna International, the Cana-
dian group. VDO. the German

automotive electronics maker,
will build fully assembled cock-
pits. Including the instruments,
while another German compo-
nents specialist. Ymos, will make
complete door assemblies, includ-

ing trim, window winders and
glass. Together, the 10 companies
have invested FFrLSbn (£180m)
to get Smart production started

by late 1997.

Micro Compact Car, the joint

venture between the Smart’s Ger-
man and Swiss backers, argues
that only by spreading the finan-

cial risks to suppliers could such
an innovative and untried
vehicle have gone ahead. MCC
believes using pre-assembled
components will let it build the,

admittedly small. Smart in just

five hours - less than half the
time for a conventional small car.

"The Smart factory in Hambach
will attract many colleagues from
other automotive manufacturers
throughout the world on bench-
marking expeditions," claims

JOrgen Hubbert, the Mercedes-
Benz board member responsible

for passenger cars.

However, it Is at Resende that
modular construction is being
refined to the utmost Like other
new plants, including VWs own
Pacheco works in Argentina,
opened by President Menem last

year, Resende involves a high
degree of co-operation with sup-

pliers. The latter are also helping
to foot the bifi. About 35 per cent
of the fixed costs have been met
by component companies, says
Jose Ignacio L6pez, VWs head of

purchasing and production
optimisation.
But unlike the other new car

plants, Resende will be managed
by VW and its suppliers under a
profit-sharing “consortium".
Details of the financial arrange-
ments are sketchy. By contrast, it

is already known that suppliers

wifi make parts on site and fit

them directly on to vehicles.

Only about 20 per cent of the

1.400 people who will eventually

work at Resende will be VW
employees: the remainder are aH

'

on the suppliers' payrolls. -

VWs main responsibilities will

be quality control, sales and mar-
ketlng. says Mr LOpez. Quality Is

a top point. Many executives

believe modular plants represent

the future for the motor industry.

But some are worried about leav-

ing so much to suppliers when
the final product is so clearly

identified with the carmaker.

Mr LOpez. the man most dosely
Identified with the new breed of

factories, has no qualms. He
claims quality will be guaranteed

by making employees more
responsible for their Work. The
tool is the “Meister" -k

.a sort of
master craftsman - who will take',

overall responsibility for a func-
tion or entire vehicle;

“The secret is the people. It is

Important for them to feel owner -

ship of the product," he. says,
“Each Meister signs off his work
personally, like a craftsman with
a Stradivarius. The product is his
baby."
Mr LOpez claims Resende's

quality is streets ahead of other
plants. Based on VWs internal
quality scale, in which 0 repre-

sents perfection, he notes: “The
average quality for building
buses and trucks is about 600
points. Tbe best plant in the
industry scores 500. Our target at
Resende was 400. We achieved
83."

So fully has the Resende con-

cept proved itself that Mr LOpez
says VW will soon announce a
new DM1bn (£400m) car plant in
Brazil based on the same princi-

ple. The factory, to build the
next-generation GoIffVento and
the new Audi A3 hatchback, will

have the capacity to build 200.000

cars a year, compared with the
30.000 trucks and buses due from
Resende, be says.

But while Resende and its suc-

cessor may be- breaking new
ground in sharing responsibilities

with suppliers, “empowering”
production workers is a leitmotiv

of all the new plants.

At Mlada Boleslav, for exam-
ple, a grandiosely named “infor-

mation spine" runs between the

two arms of the assembly line.

Apart from the usual meeting
rooms and display boards, it con-
tains space for customers to see

their cars being built and to dis-

cuss faults - driving the quality

message home.
Mr LOpez calls the new- Czech

facility an “evolutionary" plant,

compared with the “revolution"

at Resende. Other industry exec-
utives suggest Resende's radical

approach may be most suitable
.

for greenfield factories, while
change has to be introduced
more gradually when extending
an existing facility, such as
Mlada Boleslav, where traditional

labour relations and carmaking
methods are ingrained.

Significantly, Mr Gerald Weber,
the VW engineer largely behind
tbe new Octavla plant was recal-

led to Germany earlier this year
to run the group's giant Wolfs-

burg facility.

The plant which is the biggest

in Europe, is also reputed to be
the continent's least efficient.

The idea, presumably, is that
while Mr LOpez pioneers his new •

production techniques in virgin
territory such as Resende. others,

like Mr Weber, will take his mes-
sage to the less pliable ground of

older plants.

IrioWi !» inarilecLtn Whaton1* daugMer

JJB Sports

.
c f'

IH-S-

DomdWhelOn. -

$0.0 former -

footballer with
.

'

Blackburn.
Rovers, bought
JJB Sports, er
singleWigan

sport Stop, in 1971. Duncan
Sharpe* 36, joinedihe company .

in 1989and. one year later,

*:married'Jane. David's daughter.
' Tfteynbwhaue 14S stores -

throughout the UKand an
anrmcdtvrhou&’bfQlQm.'

in encouraging the staff to keep

fit Neither, of ns likes too many
overweight people in the

company because U's not good

for oar image."

David: “Duncan bad no
business experience, bnt he was
a golfer and golfers are. on tbe

whole, sensible people. It's a

gtnne of discipline with very

strict rules, so I knew he was
dedicated to be playing
professionally at such a young

‘ Duncan: **I was a professional •

•golfer when!met Dave. I'd

b£en dating his daughter, Jane,
' for three months and after

v she'dintroduced us, be turned
-toher and Said: ‘He’s got his *

fteadstrewedom that laiL’ -

.

^ TWOhorns later, he’d offered

mie a jobasareamanager. He
made ifdear that ifthings

• didn'twork ant with Jane, he'd
still employme. Dave’s'very
-fair like that- .A •

V ‘ In his footbaHiiig dayshe was
• nicknamed “The Tank’because^
hewas so aggressEre trathe
pitch. He’s got’the same

^reputation in bnstness,

although being Ws son-in-laW l
: get, to see a: softer akta
V

l Tlook after purchasteg.
..everything from footwear to tbe

Dave&iMjCentrates an site
“ acquisitionsandstrategie
development. He knows ’

everything aboutthe business,

sofnao time ta tfme-heTI come
i.and‘Ipok bYer a hew range. \.

HeVdne of those people who
livesfifeto the faff everything ’

'Is done wtth greaEgustb. Some
"peoptafind tain a bit blunt k .

'

' because he pulls no punches. -- ---

H&obce said to a gny witfa BO .

inthe.office: ‘Do you never use
va^nrayinideryourarmrThe

' guy Warqhite upset at the time.

Xe+'s say ifyou turned up to •
.

. work-with.a boil on yunr nose,-
"

Dave wouldbe the firstto point

O'

•v We share a lot ofthe same
'-qpfafiosophies and both believe .

He’s a very honest.lad. very

abb, which is one of the

reasons why 1 wanted him to

Join the business.

1 had to teach him the basics

as we went along, like buying
right, selling right and keeping
your overheads down. He’d
never worked in retail before,

except in his father's grocer's

shop, bat he learned qaictij-.

lake everyone he made
imirtaW if a buyer never

makes a mistake, then .

something’s wrong, the key is

not to make the same one
twice. I now leave the
purchasing to him. although 1

: like to stick toy hose into the
selections, because a company
dies or survives on its stock.

1 keep my fingers in as many
pies as I can, from the
warehouse deliveries, to shop
buying* although Duncan now-

does a bit on the property side.

He's a brilliantpartncr,

except he's- too kind. You have
to have a ruthless streak and he
hasn’t got that yet. If11 come in

time because it’s necessary,

particularly where fairing and
firing are concerned. You have
tube realistic and see who's
doing their job well and who's
not, and at the moment Duncan
would rather leave that up to

me.
Ifs a bonus that he’s my

son-in-law. I’ve got continuity

and total commitment which is

comforting. •

Fiona Lafferty

Must try harder at the meaning thing

You would have thought
that Salnsbury had made
a loss of £393m rather
than a profit to hear the

way everyone was going on last

week. Nice patrician David Sains-
bury was savaged on the Today
programme as if he had been
involved in some dishonourable
cover-up, whereas all he had
done was dither a bit before
introducing one of those awful
loyalty cards.

The analysts and consultants
could not restrain themselves:
“there is a very big problem out
there"; “no one knows how to
make decisions”; “Sainsbury has
never been a tremendous innova-
tor strategically."

I would bate to be an apologist
for Sainsbury; the queues are leg-

endary, the trolleys often broken,
and its public relations depart-
ment is one of the most arrogant

in the land. However, things need
to be kept in proportion. It still

makes a great deal of money and
has higher margins than anyone.
It is just that Tesco. which used
to be unspeakable, is now much
improved.
While Sainsbury should do

something about its queues and
trolleys etc, last week's attack
does not seem the way to ensure
it. The company felt forced to
offer the braying investors some-
thing concrete, so it has brought
forward some board changes. I

have no idea whether these will

do the trick or not. What is

needed is for Sainsbury to try

just a bit harder generally. And
unfortunately trying harder is

invisible. It is not a quick fix that
you can show to angry investors.

Lucy Kellaway

Some 60 employees of the legal

department at Dow Coming have
spent much of the past year
attempting to develop their inner
selves. They have been attending
seminars, wilting autobiogra-
phies. keeping diaries, and seek-

ing spiritual fulfilment in soli-

tude and meditation. One expects

this sort of thing from the Body
Shop, Ben & Jerry's, Southwest
Airlines, and the handful of other
and often-quoted New Age com-
panies. But according to Strategy
and Business, the magazine of

Booz Allen & Hamilton, the
meaning thing is catching.
Apparently 24 per cent of the
adult population in the US crave
more idealistic and spiritual val-

ues, and various hitherto strait-

laced companies seem to be toy-

ing with spirituality.

For my part, the only meaning
I want at work is from the job
itself: Hktng the job and taking a
modicum of pride In the newspa-
per is all the spirituality X can
take. In any case keeping a jour-

nal would without doubt make
me feel less meaningful. Take
today, far example. Thursday 31st

October Woke up. Raining. Got
train to Moorgate. Went swim-
ming. Got to work. Chatted,
worked. Hadprawn sandwich and
KilKat for hmch. Worked, chatted.

Went home.
Stiff it is all very well to sneer.

Of all the nasty jobs, being a law-

yer at Dow Coming must be
among the nastiest. IfI spent my
day fighting off lawsuits from
tens of thousands of people upset
about their breast implants I’d be
grateful for any comfort I could
get.

If you get a letter marked “pri-

vate". you might expect it to be a
job offer, a written warning, a
love letter ... or a begging cir-

cular from the Labour party.

Tony Blair has .just done a
national wail drop of fundraising
letters, all of which are marked
“private". As the letter is a reiter-

ation of his stirring, moving
speech at the party conference
one might think the contents
were rather public. The effect of
a letter on Blair’s personal statio-

nery is lost when you see it says
Number 94069.

Tony Blair is not alone in
fondly believing that the “pri-
vate" trick will work. Last ,week
a package came into this depart-
ment marked STRICTLY PRI-
VATE AND CONFIDENTIAL.
Inside was a press pack and invi-

tation to a seminar on leadership
development and organisational
renewal. I expect the manage-
ment training organisation con-
cerned would love to get a men-
tion of their name in the
newspaper, but as they marked

all their anodyne material “confi-

dential". I don’t feel able to

oblige.

Last week the mower and the
microwave both packed up. The
mower, which dates from the
1950s, can be mended. I know a
mechanic who wifi do the neces-
sary, and fully expect it to be
cutting my grass well into the
next millennium.
The story with the four-year-

old microwave is quite different.
Certainly it can be mended, but
by the time you have paid the
callout charge plus VAT, waited
for the spare part to arrive, and^
paid to have a man return to fit

v

it, it would be cheaper to buy
new and send the machine to join
those millions of other needlessly
obsolete appliances in white-
goods heaven.
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BUSINESS EDUCATION
Insead is refocusing its strategy in a substantial growth programme, says Delia Bradshaw

mastery in Paris
I

n 1959 Insead was set up in.
Fontainebleau, just outside
Paris, based on American
know-how and American

teaching principles. Today, the
business school is m the throes of
rebalancing its ' activities

'

Implementing its biggest expan-
sion programme since that Bin**

And it la using American fund-
ndgog techniques to do it
Jpean Antonio Borges envisages

a School structure much more in
Un» with Insead ’s US rivals, with
20

,:

per cent of income made up of
corporate and individual donations
- double today's 10 per cent figure.
And he plans a far greater com-

mitment to research. “We're mov-
ing a bigger share of our effort into
creating knowledge, which is
important for our survival," says
Borges. “If you're not a knowledge
creator you don’t have any advan-
tage over your competition.”
The fimds will enable the school

to increase academic staff and -

expand its research base while at
the same time putting the brakes
on the growth of executive educa-
tion — today's cash cow.
The money is already flooding in

from the five-year fundraising
drive launched a year ago. One
third of the FFr700m (£88.6m)
which the business school needs is

already in the bank.
“Fund-raising does have a place

in Europe. There is- enormous

New priority: Insead. dean Antonio Borges has moved research to the top of his school’s agenda

goodwill to support us,” proclaims
Borges, who has garnered funds
from Europe, the US and Asia.
“That’s the most encouraging
thing for a dean.”.
In a parallel move, employer and

student demand has persuaded
Insead to increase the number of
students on its flagship master of
business administration (MBA)
course. Today's figure of 486 is

expected to rise by 30 per cent.

Borges is uncharacteristically
reserved when it comes to predict-

ing the eventual size of the schooL
“We’re relatively «maii compared
to our competition in the US. But
some of the larger schools are not
examples we would wish to fol-

low,” be points out “On the other
hand, if we can manage this
growth and maintain our core val-

ues. if things fit together properly,
we would be happy if we managed
to recruit annther 30 to 40 profes-

sors over the next five years.”
Those 30 to 40 professors would

be in addition to the 13 already
employed for this academic year.
The numbers were limited to
achieve managed growth, says
Borges. “You cannot recruit 30 pro-
fessors in one year, it would be

the end of Insead as we know it.”

Managing the growth, he
believes, will be the most difficult

thing to achieve. New faculty are
initiated through the elective, or
optional, programmes on the MBA
course, where there are fewer stu-

dents per group and where the fac-

ulty can teach in their area of
strength. Only after observing
some of the core subjects being
taught will they be permitted to
teach on the foundation pro-
grammes.
Although in many ways Insead

emulates the US paradigm, Borges
Is insistent that his school has its

own distinct culture and teaf-hingr

style. “There is not a single unique
model of management. Managers
are interested in what we have to

say now.”
In some areas Insead can often

outshine the top US schools, he
argues. Its purpose when it was set

up nearly 40 years ago was to be
an international business school
for Europe. This is something
which American schools are still

struggling to achieve.
While Borges believes Insead can

compete on a par with the best
American schools, he is dismissive

to the point of arrogance about
Ihsead’s rivals in Europe. Insead.
he believes, is peerless. “Our posi-

tion in Europe is a lot more lonely
that the position of any US school
in the US.”

NEWSFROM

CAMPUS
Modular study for

New Zealand MBAs
Executives in New Zealand
who cannot take time off

to study for a full-time

master of business
administration (MBA)
degree will be offered a
more manageable option

from February.
The University of Otago

in Dunedin has devised a
modular version of its

16-month MBA. Hie new
course requires 10 weeks of

full-time study daring each
of four consecutive years.

University of Otago: New
Zealand, 34798045.

Social responsibility

steers a new course

A surprisingly large
number of business school
alumni become involved
with non-profit making
ventures, often as board
members. To help them
carry out their duties.

Harvard Business School
has instituted a
two-and-a-half day
programme, Governing for
Non-Protit Excellence:

Critical Issues for Board
Leadership.
The first programme will

run in December.
Harvard US. 817 495 6226

Russian cultural

barriers tumble

The World Bank is

sponsoring a six-day

seminar in Moscow to

increase the effectiveness

of western consultants and
trainers there.

The December workshop
will bring Russian and
western faculty and
business people together to

unravel the logic of

Russian managerial
practices and develop
guidelines to reduce
misconceptions. Organiser

for the seminar outside
Russia is Umist in

Manchester.
Umist: UK (0)161 200 3461

Raising a glass to
qualifications

The regular refrains of
“Last orders” and “Time,
gentlemen, please”,
well-known to British
boozers, could soon be
delivered with more
panache. Scottish &
Newcastle Retail has
embarked on a £1.5m
project to improve
customer service in its

1,600 managed pubs In the
UK- Employees will be
rewarded with National
Vocational Qualifications.

CONFERENCES & EXHIBITIONS

Corel World UK
Cambarfsitd Conference Centra
Don't mbs Ms opportunity to attend the
indopandant event of the year for all

users ot Corel software. Special

tflecoirts for FT readers. Leant how to

master PtiotaPalrtL Bring your designs

for makovere; Soak up Draw techniques;

Meet Corel Ventura 7 for the first tone;

Learn WordPerfect keyboard skills and
learn the tricks of the trade In practical

workshops. Have a Question about Corel

software or want to Influence Corel's

future preduets? Come along and meet

the weritfs greatest exponent* of Coral

packages. Learn about publishing tew.

the Internet, drawing, painting, design,

pubttsfctag and much more. Win valuable

prizes such as a HP ScanJet scanner, and
benefit from a host of free software,

fonts,. and great offers. More Into at

http://www.ent efprlse.net/cvu/main/

cworlduk-ttm Call 01256 381 583 amt
quota FT7CWUK to receive a special

discount

London

NOVEMBER 12
EVArAn Integrated Management-
Frammeocfc tor Creating and . •

Enhancing' Starahofcter VWiwr.
An inmstw one-day executive snakier

led by two of the foremost authorities

'

on shareholder value, Jori Stem and O-

Bennci Stewan of Stem Stewart end

Co. on die principles and applications

of EVA. How to develop and
implement a framework for financial

management and incentive

compensation using Economic Value

Added.

Contact; Business Intelligence

Tel: OI81 543 6565 Fax: 0181 544 9020
E.mail: ro«.meguinnew® butiness-

‘"""Twvdonnovember 20

Robert W. Fogei

1993 Nobel bureale in economics

and professor at Hie University of

Chicago Graduate School of

Business presents "1116 Bottom Line

on Business Ethics: The American

Experience and Its Implications."

Following the lecture. Information

win be avaflaMe about the University

ol Chicago's International Executive

M.BA Program at Barcelona.

Time: 6.30 pm
Locators American Embassy,

24 Grosvenor Square.

To confirm your complimentary

attendance at tt« lecture, contact

Manny Eras:

Tel: 0171 409 Z927

Fax 0171 495 2944

London

3VEMBER 18-20

sans Administration

« skills and techniques essential to

inaging lending risk*. If you con

niffy problems early then action can

token to ovoid or reduce losses.

Management Rpurtt/Projeftiotii *

:vicw of Risks. Management

impetence. Debt Servicing •

nsiiivity Analyaii. Key Ratios,

mper Signs

Bays £u9

5

truer Foil-place Tel: 017! 623 9111

x: 0171 6239112
LONDON

OVEMBER 18-22

II Change! Next Question?

mee mates lifelong Icnming the key

survival. Bui the exam question*

range set* are tTitfby »* “
mputeary. Mciribctu ofAC3M I AnrUed

eativity in Management) Programmes

in {.nowtefee. anta***. insighB

och equip them io find wire artjwptt m
pii-vrr ciam questions Haute Change*

ty throw nun. •

v 01734 509262 Tel; 01734 471263

LONDON

don Central

wee
gularory reform,

old are themes of

jped together with

tm Hermann. John

hh, Brian Quinn

taoalez lead and

ns. Conference to

d

x: 01 22S 442003

LONDON

Data Warehousing ‘96

Europe^ premier; conference arid

exhibition devoted. -to .data

warehousing and related Issues.

The multi-tracK conference
explores critical, technical

organ Isatlonal and business

success fatore, including world-

class speakers and case studies

from the US, UK and Europe.-

.

Contact MkhatHGayoor
BusIdrsz IntfliHgancft

Tel: 0181 S436585 y
7

Fax: 0131 5449020
E-nurtfc nitefeaeLjpqnis

IntolHgenni.eojric

[
London.. DATA

Security
1

In Hatfrmnent: -.

_Ttm StaKAftokJer Pension
In Practice. - /
Spookor* be: -Ban-Jolt Harman ME.
John Dephom ME. Paul,Johnson. Keith

BtAM-Peme, John Panloc. Dr Amt
Robinson. Caroline.Jotanawct, David
Yromtki, RonThylar. Donald Duval.

For details and booking call Nefl

Stewart Associates on Q17.1 222
1280/fas 1278

LONDON

NOVEMBER 25
—

Money Laundering-The Law,
Responsibilities &
Procedures
The Criminal Justice Act 1993 has

placed new duties and responnbUitin

on individuals, banks and other
financial institutions. How to recognise

nod deal with suspect transactions.

• Definition and Identification of

Money Laundering * Regularions-

Dotnestic and International * Role of

tire Supervisory
.

Bodies *

Responsibilities

t Day £295
Contact Fairplace Tel: 0171 623 9111

Fax: 0171 623 9112

LONDON

NOVEMBER 25-26
' ""

Third Annual Global
Emerging Markets
Investment Management
Conference & Companies’
Forum
Major international conference looking

at global emerging debt A equity

markets. Featuring parallel streams on

Asia-lndia Subcontinent. Enraging

Europe A Middle East, and Latin

America. Also features presentations

by leading rating agencies together

with workshops focusing on key

emerging markets with company
presentations & government speakers.

Contact: Corinne Paine. Dow
Teleraic Tel: +44 (0> 171 833

Fax: +44 (0) 171 832 9900

NOVEMBER 26-27 .

Transforming the Hnanca
Function: A New Way to Add
Value to the Business
The. (none of many, organisations rests

whh the Spence department and hs abOty

to service, suppror and, where

appropriate, drive other part* of the

business. Thi* m^jor conference provides

pnmkal strategies for finrace executive*

taking on a strategic role in businsi

Improvement

CtoincE Michael Goynor at Bunsen
Intelligence

Teh 01 81 543 6565

Fax; 0181 5449020
F mail: ntichad,£nytK»^bu*nteM-

jnCUi1^
. .LONDON

NOVEMBER 29

Managing Compensation

and Benefits: The Now
Reward Strategy
Reward is an important means of

recognising the value employees bring

u> organisation* both mdlvkinanyand

collectively. Reward strategy therefore

needs jo be fully aligned with business

strategy to communicate whit is

important as wdl os the behaviour and

output* for which the organisation ts

prepared topay. Hear from Eagle Sk
ICL Nuclear Electric. Guinness, tna

BBC and BOG
For further information and full

programme details ple^e contact:

Nick Tribe, The EC«noim«

Conferences Td! 01 71 8301154

Fix; 0171 931 0223

Knowledge
Management 96

Europe's first conference and
exhibition focusing on methods,

techniques and systems that will

holp companies turn knowledge

management into a corporate

resource for generating business

advantage.
-

-

.

Contact Hchoal Gayaorat

Business InMIlgaacs

TM: 0181 643 6565

Fax: 6181 544 9820
E-nutit BfefcaM.fqmiJ ifltuMBeta-

MBinfieaM.M.Uk

London

Business intelligence

DECEMBER 3-5

OnfilM Information 96
SeniorpoHticbms Will open Ibis year's

Online Information 96 exhibition

and conference - the hugest electronic

information industry event hi the

world. Speakers include Labour’s

GoofT Hoon MP, spokesman on the

information superhighway and

• communications, and Roger Freeman

MP. tninsnr for pnbtic service. Major

businesses to die information industry

exhibiting at Online Information 96,

include FT Information. kLAJ-D pic.

Disclosure Ltd. Dow Jones

International and LEJQS-NEX1S

Learned Information Europe Lid.

TO Hotline: Q1 923 233442

Fax: 01923 247054

E-Mail exhibidons@learrad.co.uk

URL: www.ODline-informaikm.com

OLYMPIA X LONDON

DECEMBER 5
—

»

Building the Corporate

Intranet
Intranet technologies are today

delivering wbat open systems and

workgroup technologies have

promised for almost a decade. This

Butler Group senior management
workshop will explain what Intranet

Technologies are. how they are being

used, and provide a strategy for their

implementation within the enterprise.

Contact: Butler Group

Teh 01482 642 700 Fax: 01482 642

691

htrp^/wwwJxJtkagroupxc.uk

LONDON

DECEMBER 11

Transformation in the Gas
Industry: Masting the

challenge of competition
Whh incumbents and new players alike

seeking to build strategies for success

in the competitive gas moilet amidst

increasing customer demands, this

conference provides an essential forum

to debate the latest Issues. Speakers

Include Clare Sponiswoode from
Ofgss. on achieving full competition

within the todusny.

For further information and full

programme details, please contact:

Nick Tribe. The Economist
Conferences

TO: 0171 830 1154 Fax: 0171 931 0228

email: njt@>eiuldiuidiKcmnpiiservcLconi

LONDON

DECEMBER 11-12

Creating Customer Value
with LT.

This conference explores new ways of

developing, delivering and managing

systems and appAcations to enable rad
suppan customer-facing processes.

Contact Michael Gaynor at Business

Intelligence Tel: D1S1 543 6565

Fax: 0181 5449020
E-mail: mlchael.gaynot#business-
imeIligenceco.uk

LONDON

DECEMBER 5

JANUARY 14
Managing the year 2000
Transition
Companies are only now coming to

grips with the potentially devasting

consequences of the Year 2000.

Misaungfog this transition cither from

a computing or a business perspective

could sound the death knell for a

company. Rather than focus join the

technicalities of changing computer

code this workshop focuses on the

managerial issues from both • business

and IT perspective, essential to this

transition process.

TO: 01482 642 700

Fas: 01482642691
bttpV/wwwjMtiagroupxojjk

LONDON
^S=S^=S^^=SSSSSSS
JANUARY 16
Restructuring In the
Electricity Industry: 1998 and
beyond
The Economist Conferences' annual

event for the Electricity Industry has

been designed to meet the information

needs of the key players both in the

UK and Europe, in lead up to the

introduction of full competition in

1998. Speakers include Tbny Boorman

from Offer, on the transition to

competition.

For further information and full

programme details, please contact:

Nick Tribe. The Economist
Conferences

TO: 0171 830 1L54 Fax: 0171 931 0228

FEBRUARY 27-28

Digital Money and Micro-

Payment Technologies for

On-Line Commerce:
Opportunities and Threats

New types of payment technology will

kick-start business on the Internet

during 1997. Industry leaders from

banks, service providers, hardware and

software companies, describe the

technology development and the

strategies aimed at establishing

security, confidentiality and ease of use

of on-line commerce. Includes speakers

from National Westminster Bank. Son

Microsystems, Microsoft, Netscape.

HP. Electronic Commerce Association,

National Express. Hyperion, DTL as

well as Judith Church, MP, on Labour

Party policy.

UNICOM, n 01895 256 484, ft 01895

813095 email: alec@imicomxo.uk

LONDON

APRIL 21 -23 1997

Asian Oil & Markets
The foremost investment promotion

conference for the Asia-Pacific enexgy

& mining industries. Speakera include

Ministers and key executives from over

20 countries.

Contact Europe Energy Environment

Ltd, London tel 44-171-600 6660:

fax: 44-171 6004044

BALL INDONESIA

UK Direct Taxation 2 December, London, £295 + VAT

Topics Covered Include:

- Administration of taxes Basis of tax assessment

• Structure of Income, Corporation and a Principles of computing tax liabilities

Capital Gains Tax • Reliefs available

• Those liable to UK Tax • Record keeping and tax investigations

• Income and Gains liable to UK Tax ‘Future trends

UK Corporation Tax 3-4 December, London, £595 + VAT

Topics Covered Include:

General principles ofUK corporation tax Pay and file and self-assessment

• Advanced corporation tax •Appeal procedures

• Relief for capital expenditure • Taxation in accounts

• Case study embracing principles already covered • Why international tax planning is important

Relief for trading losses and associated group * Double taxation and relief thereon

relief • • Ctoss-boitJermovements ofincomeand capital

* Other group reliefs • European Union directives

• Capital gains and losses .
• Points to consider for overseas structures

• Treatment of Interest paid/received Current developments in UK and
• Foreign Exchange gains and losses international taxation

Visit our world wide web site at http://www. fanplace.com

or Email us at faixplace@fairplace.com

Conferences

& Exhibitions
To advertise conferences, exhibitions, trade fairs, conference venues

and training courses to approx 1.2 million readers worldwide.

Contact Denise Reed on 0171 873 3218

fax 0171 873 3098
auniogic ooufcing. email: lu^ebufrffuntaLcon^^
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virtual corporations have been hot

topics for some time now. Leading

research from Ashridge Strategic

Management Centre with case studies

from Whitbread, the NHS and Zeneca

will provide s perspective on the

sourcing issues faced, management

approaches adopted and lessons

learned.

Contact The Strategic Planning

Society Tel: 0171 6367737

Rue 0171 323 1692

LONDON

DECEMBER 10
Third South Africa -

Economy, Investment &
Tirade Contarenca
Trevor Manuel Thami Muwai.
Nicholas Oppenbeieaec, Sir Robin

Ronwick and Conrad Strauss are

•ranop the contributes* to timely

and topical conference featuring

strategy foxumi cm many rf the issues

vital' VO tee future of tee Republic and

tee prospects of (bon doing business

with it. Sponsored by Angle America.

De
.
Boots, Fleming Martin and

Enterprise Publishing. Oiginind by

Forum Southern Africa and South

Africa Foundation

Information: Chyforum

Tel: 01225 466744 Fax: 01225'

442903

LONDON

responses to competition
The rail market in Europe is becoming

less regulated and more competitive.

To survive and prosper in thi*

environment, railways will need to

develop truly commercial strategies

and cultures. The Economist
Conferences annual event for the Rail

Indusny seeks to address these issues.

For further information and full

programme details, please contact:

Nick Tribe. The
.

Economist
Conference*, Tel 0171 830 1154, Fax

0171 -931 0228 or email
njtffiejutdkunhacomfaKctv&com'

PARIS

FEBRUARY 3-5

10th Lafferty Cards
Conference lor Europe &
MEA “Revolving at last*

Cards for Profit”

Do not miss this landmark event of the

cards tadnsny, which will address the

key developments to today's business:

Cards Strategies. Cards Marketing A
Products and Cards Technology.

Workshops will brief yon on Cards

law & Regulation, Merchant Services

and Risk Management. Speakers from:

Novua, GE Capital, Citibank,

American Exprest. ANZ. RBS
Advents. Credent. Bonrisys, Banksyt,

tee ttrf associations...

Contact: Lafferty Conferences

i+353 I) teL 6718022. fox: 6713594

AMSTERDAM

FAST. EFFECTIVE. AFFORDABLE

Would speaking your
Customers language

have made the
difference ?

Did your last meeting overseas go as well as you had

hoped? No ? Why not 7 Did you lose out to a competitor

who did speak the language of the customer?

Don't let it happen again -

Call BERLITZ for details ofDoing Business in'

French/German/Spanlsh NOW on

0171 -915 0909
0121 - 643 4334
0161 - 228 3607
0131 - 226 7198

Helping the World Communicate.

To advertise

your language
course to over

1 million readers

worldwide.

Please contact

Lucy Batizovszky

on 0171 S73 3507

«R
LANGUAGES
FOR BUSINESS
• Tailored tutor lor buaness KQpie

• Courses for mchriduais and gnoups

• In company or M our centres h
London. Oxford, Brighton and Kent

• Expert leading m over 40
languages ndudng Engfcsfl

Regent UnguophoM
5 Percy Street. London W1 P 9FB

Telephone: 0171 637 8041
Fat: 0171 580 0172

French in France, German in Germany...

France Germany Italy Spain Ecuador Russia

• courses starting every fortnight * from 2 weeks to 9 months
• for all levels, including beginnere (0171)795 6675.

...English in the UK
London Cambridge Brighton Oxford Hastings

• general, intensive 8f business accredited British Council & ARELS
* Cambridge, TOEFL &e ARELS exams (0171) 7956685

The laigpt company pFh* kind, whh oww teaa 60 «Scei in wer 30 muartlc*
worldwide. EF has overM yean ofexperience in providing language course*.

To Advertise in this Section Please call Denise Reed on 0171 873 3218
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When you read a newspaper

on Air France, it’s yours,

not your neighbour’s.

L’ESPACE EUROPE

A whole free seal between you and your neighbour.

You’re a businessman. You know what business class is like when your financial daily is wider than the seat
Far too often, you’ve had to read an article - which was fascinating your neighbour - on the success of beet
crops, without being able to open out your “Mergers and Acquisitions” page. Now there’s Air France
PESPACE EUROPE where every passenger can

unfold his newspaper. Everyone is separated from his neighbour by a free seat converted into a small table. ffK BF"
More space and more privacy too. You won’t be reading your neighbour’s newspaper in PESPACE EUROPE, ,_T^7'

unless he lends it to vou. YOU WILL ALWAYS HAVE A REASON TO FLY AJR FRANCE. jJKES0/^:.y



SPORT / ARCHITECTURE
^ Patrick Harverson • Sport

Most bourgeois of games
polishes discreet charm

ssycic - c ^

I
s it passible that golf,

the most bourgeois of
sports, is finally becom-
ing fashionable?

It may seem implausible,
but the evidence is mount-
ing, especially in north
America. A handful of vener-
able fihn and rock stars -
Bob Dylan, Neil Young, Den-
nis Hopper and Dustin Hoff-
man - admit to being avid
players of the game. Some
big-name fashion designers
have started to produce new
clothes for the golfer who
does not want to look like

Peter Oosterhuis circa 1974.

A US television commer-
cial far beer shows a group
of Generation Xers playing
golf while discussing
obscure 1970s rock bands.
Hollywood has produced a
film about die game - Ron
Shelton’s Tin Cup starring
Kevin Costner and Rene
Russo — that manages thg

not inconsiderable feat of
making golf seem sexy.
And, perhaps most Impor-

tant of all, golf has a new
pin-up in the form of Tiger
Woods, the charismatic 20-

year-old Asian-African-
Amerlcan rookie who sports
a Nike baseball cap and -a

wide, toothy grin while casu-
ally devouring America’s
best courses and its best
golfers.

There is also some evi-

dence of a change in the Zeit-

geist in the UK. The other

night a guitarist from the

fringes of the Britpop scene
drunkenly confessed to me
his darkest secret he and a
few friends had begun to

play golf regularly.

He said they liked the Zen-
like qualities of the game, .

the aesthetic attractions of

neatly trimmed fairways and
closely cropped greens, the
formal, old-world standards

of etiquette, and the intei>

nalised nature of the compe-
tition - the fact that a golfer

does not compete with his

opponent but with himself.

For those in pursuit of play
who did not want to get
sweaty, muddy or kicked
around a field by thugs in

studded boots, golf was the

game, he said.

Yet, can golf genuinely
transcend its image as the
most unfashionable of
sports? It will take more
than a few endorsements
from ageing rock stars or
budding pop stars to con-
vince young people to turn
In large numbers to the
game of shout, sensible hair-

cuts and long. Insensible
trousers, of nice Nick Faldo
and purring Peter Albs, of
“You can’t go in there sir,

you're not wearing a jacket",

“You can’t go in there
madam, you’re a woman”,
and “You can’t play here sir,

you’re Jewish."

.
.. However, the exclusion-

. ary, sexist,and snobbish side

of golf may be on the wane.
The ugly face off the game .

was on show last month
when a British club banned
a mother and her adopted

son from playing in the
annual competition for fami-
lies because he was adopted.

The story prompted the
usual crop of “Why I hate
golf” articles, but not only
did it have a happy ending -

the mother and son team
was quickly reinstated - but

the club felt so contrite that

the officious secretary who
Hart tried to ban the duo was
suspended from his position.

These days, more and
more golf clubs axe realising

they can no Imager afford to

shut their doors to the non-
member. the non-white, the
nan-golfer.

A few weeks ago I played
an enjoyable round at a new
British course In Surrey
called Duke's Dene. Went-
worth it was not. but the
course was beautifully kept,

the clubhouse smart and
comfortable without being
ostentatious and the green
fees far non-members were
just £15. a bargain given the
quality of the course. Most
remarkably, the club also

had a crfiche.

The people behind Duke’s
Dene are among a new breed
of course owners and opera-
tors who are moving away
from the exclusive, costly
membership structures that

have limited the game’s
appeal far so long, to a more
flexible policy of “pay-to-.-

play”. By allowing anyone to

turn op and play at well-
maintained courses fair a rel-

atively modest green fee,

they hope.to overcome golfs

-

iTwiagP as an expensive, elit-

ist sport.

The game has little choice
but to adapt. While the num-
ber of courses in Britain has
risen to 2,450, the number of
active golfers has remained
static at about 3m. The lack
of growth in demand has
been blamed primarily on
the High cost of playing golf,

and the failure of the game
to attract new, especially

women, players.

Yet there Is a huge poten-

tial market out there to be
tapped. A recent study found
that 45 par cent of British

adults had an interest in golf

but only 5 per cent regularly
played. If golf can become
affordable, even fashionable,

then there is hope far the old

game yet.

With a growing number of
sports dubs owned by stock
market quoted companies, it

was not going to be long
before the clubs discovered

an obvious way to motivate
their expensive playing tal-

ent: offer them share
options.

Professional sportsmen
may not be renowned for

Tiger Woods: the charismaticAsien-African-American rookie with trademark baseball cap

their financial arumen, but
they can understand the
basic idea that the better the
team performs, the higher
the share price of the parent
company will go and the.

more their share options will

be worth when the time
comes to .cash them in.

Thus, Loftus Road, the
recently floated owner of

two west London sports fran-

chises, has awarded Law-
rence Dallaglio, captain of

its Wasps rugby team, and
Stewart Houston, manager
of its Queens Auk Rangers
football team, "50,000 share
options each.

’•

At the same time. Shef-

field United, the Yorkshire
football club soon • to be
taken over by .the.publicly-
quoted Conrad group, has
pledged to offer its players
share options when the deal

Is completed. Players and
managing staff at Manches-

ter United and Tottenham
Hotspur,.whose shares have
almost, trebled in value dur-
ing the past year, must be
wishing they had been
afforded the same opportu-

nity. Maybe they soon will,

and a trend towards award-
_lng players share options
will -be firmly established. It

would certainly make, the
post-game interview a little

bit more Interesting.

“Well Brian; I'm over the

moon about scoring the win-

ner against City. That puts
us

.
into the Cup Final and

should push our shares tip to

£5 when the market opens
tomorrow. Seeing as 'how
I’ve- got options to buy
100,000 shares at £2 each, Fm
quids in. “So, what are .you
going to spend the money
on. Gary? A pub?" “Nah. are

you kidding? I’ve got my eye
on some Nikkei warrants
that look cheap.”

I
n many countries govern-
ment spending on the arts is

under harsh review. Bat in
the UK the extraordinary

success of the National Lottery is
'

helping cultural life in ways that
would once have seemed impossi-
ble. It is less than two years since
the Lottery began but already
grants to the value of some
£328m have been announced.
Fortunately Lord Rothschild,

the chairman of :the National
Heritage Lottery Fund, and his

trustees take a very broad view:

of what constitutes “heritage”.

Their largest grant was
announced last week: some £25m
to ftind the complete restoration

of the Kennet and Avon canal
that runs for some 87 miles

Colin Amerv • Architecture

Funds flow to the Kennet and Avon canal
across three counties, - Avon.
Wiltshire and Berkshire. .

Therehas always been a strong
canal , lobby in the UK but to get

a grant of this scale it was not
enough to be enthusiastic. A
partnership had to be formed to
bring together the local authori-

ties and the- private sector busi-

nesses on the waterside as well
as British Waterways (.which

owns flip canal) and'the Kennet
and Avon Canal Trust. These are
the bodies that will raise the nec-

essary £4m in extra funds.

. It is right to call the canal a
“corridor of heritage". In many
ways it and the other great
canals of the 18th and 19th centu-

ries are the neglected arteries of

the nation’s history. Their impor-
tance is iTu-rpgginp as they give

access to quiet countryside away
from tiie crowded motorways and
shopping malls.

The particular qualities of the
Kennet and Avan canal go back
to its designer and engineer, the

great John Rennie. He completed
the winai in 1810 anrt linked it to

the River Kennet navigation and
to the Thames and Avon rivers.

He was responsible for three of
its very best features: the Dundas
and Avondiff aqueducts built in

neo-classical style - and- the
extraordinary flight of some 29
locks at Devizes in Wiltshire that

cany the canal up Caen HilL

The canal was hnflt. to link the
west coast docks at Bristol to
London but it was soon to be

superseded by the opening of the
Great Western Railway m 1846.

There are some 180 listed build-

ings on the canal but equally
important are the simple stone
bridges and the multitude of
locks.

- Its-banks, furthermore, are rea-
sonably undisturbed habitats for
aquatic and waterside life. There
are otters and dragonflies, voles

and reed warblers - all unknow-
ingly occupying their Sites of
Special Scientific Interest

.

Another beneficiary of the lat-

est round of grants is of such
rare architectural and historical

merit that few people will have
heard of it
The Royal Gunpowder Mills at

Waltham Abbey in Essex closed

-only- in 1991 having been
founded in 1665. They have never
been seen by the public. In the
woods on the site are 21 listed

buildings. This is the place where
most of the cordite used in the
mass slaughter of the first world

war was made. With the help of a
£6.5m grant, it will become not a
museum but “an interpreted
industrial site”. It is at present
occupied by the largest heronry
in Essex.

.

The importance of these two
big grants will be to secure the
UK’s industrial heritage with
funds that match the scale of
those used to preserve great
country houses and estates.

Sustaining the architecture and
landscape of industry is of genu-
ine educational importance pro-
viding it does not overshadow
the present or prevent invest-

ment in the Industrial future.

The Lottery funds are the best

source of money to democratise
the heritage business.

THE WEEK AHEAD
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DIVIDEND & INTEREST PAYMENTS

TODAY
Abbey National Treasury
8Vi% Nts 1998 £8258
Albany Inv Tst i.6p

Arabia 0.45p

British Petroleum 5p
City Site Estates 5*4% Cv Rd
Pf 13.12SP

CrestaCare 0-3p
Enterprise Oil 68p
Furlong Homes L4p
Golden Hope Plants MS0.11
Gowrings lp
Gradus L8p
IAF 4.5p

Jackson 0.7p

Macro 4 I5p

Manders S.Zp

Morrison (Wm) 0.325p

New Zealand liv.% 2008
£281.25

Pittards 0.75p

PizzaExpress 2p
Quayle Munro 7p
Shell 144p
Usher (Frank) 7p

TOMORROW
Canadian Pizza 2.4p
Eksportfinans 7?-;% Nts 1997

C$77A0
Guinness 4£5p
HTR Inc & Grwth Split Tst

UK COMPANIES

L6p
Intermediate Capital 4-8p
Osaka Gas 445% Nts 1999
Y495000.0
PCT2.7p
Royal Doulton 2J25p

Rubicon 38p
Unicorn Int 2.05p
Wellington 2-7p

WEDNESDAY
NOVEMBER 6

Abbott 0.64p

Amey 3p
Courtaulds 6% 2nd Rd Pf
2.lp
Henderson American Cap &
Inc Tst I8p
Inspec 2.ip

Inv Tst of Guernsey 0.725p
Lawrence 5u56p

Lendu Q.4p

Lincat 5-5p

Oasts Stores 2.1p

Vodafone 7%% Nts 2001
£35.66

Whitbread 7VS% Un Ln 1995/

99 £3-625

THURSDAY
NOVEMBER 7

Bradford Sc Bingley Bldg
Scty FRN Feb 1999 £149.25

Bristol & West Bldg Scty
13%% Perm Int Brg £66.875

Conversion 9%% 2001 £4875
Conversion 9%% 2008 £4875
Forth Ports 4p
Goodwin 17.94p
Govett Emerging Mkts Inv
Tst 08P
Healthcafl L65p
Hemingway Props 0-165p

Mazda FRN Nov 1996
Y245978
RentoMl Initial L4Sp
Southern Newspapers
Steel Burrill Jones 0-75p

Zeneca 128p

FRIDAY
NOVEMBER 8
American Express $0825
Bfllam 3 9n
Calor 6p
Cape 3p
Charter 9p
Cbelafield L2p
CRH IR3.08P
Dewhirst Ll5p
F & C Pacific Inv TSt ORp
Healthcare Operators Class
B Mtg Bckd FRN 2021 £202.96
Isotron 3.76p

Johnston Press 0.75p
Mirror i-35p

Nihon Doro Kodan 8%% Gtd
Bd 1996 $443.75

Nottingham Gas Anns £1.625

Princedale 0.4p
Quarto 2Rp
Quicks 2.75p

Redland Int Fdg 15%% Gtd
Nts 1996 A$153.75
Rexam 6.1p

Scottish television 58p
Secure Tst 6p
Tele-Cine Cell 18p
Tilbury Douglas 7p
Walker (Thomas) 0.625p
Watmoughs 2.75p
Weir 28lp
Welsh Indl Inv Tst 4p
Wilson Bowden 3p
Woodchester Invs IR3.16p
Yorkshire Food 088p

SATURDAY
NOVEMBER 9

Halos 8%% Db 2018 £41875
Int Bank for Reconstruction
& Dev 11%% Ln 2003 £5.75

SUNDAY
NOVEMBER 10

Inchcape 6%% Cv Sb Bd 2008
£3425
Tokyo Dome 585% Nts 1996
Y535000-0
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For 50 years,MD has been working wnkbusioess to develop people. Out Riul WoricL

Rul Leawng" philosophy has met the resr of rime and the demands ofsorneof the besr managed

companies in the world.

The Diffemtiatimltmgb Sava Extathe Daekpaml Pn??amddivmapnwmsK(fofprankal

tods for harnessing die enormous power ofservice: to add value, to provide a real difference,

and to create lasting customer satistacrion.

Ic is designed for exenaivK who air responsible for designing or implementing a service strategy

for their company. It is equally valid fbr servjce and manafectnriog organizations

In today's competitive world, customers have a choice. The question is: do you?

For (hither information on DiffertKtwm tbmgbSoviami our Program Portfolio, contact IMD,

TeL 41 21 618 0542. Fax 41 21 618 0715. --
‘

E-maik info@irad.ch Incerner hrtf^/www.iroAcb/
irfiv

For information about our 11 mood) MBA program, • '

please call 41 21 6180298, fox 4121 618 0615.
-

E-mail robainfo^iradch '
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IMD, International Institute for Management Development,

23 ch. de BeUerive, P.O.Box9L5.CH-KKH lausannc,Smaeriand. ' - RealWM R&dLearmng

TODAY
COMPANY MEETINGS:
Lincat Group, Station Road.
North Hykeham. Lincoln.

1080
TrafTord Park Estates, Neil
House, Twining Road, Ash-
burton, Trafford Park, Man-
chester, 12.00

Wetherspoon (JD), Hamilton

Hall, The Brondgate Centro,

Liverpool Street Station,

E.C., 980
BOARD MEETINGS:
Finals:

Associated British Foods

Interims:

Blacks Leisure

Capital Gearing Tst

Shoprite

UMECO

tomorrow
COMPANY MEETINGS:
Dunton Group. Exchange

House. Primrose Street.

Broadgate, E.C., 10.00

Five Oaks Investment,

Savoy Hotel. Strand. W.C..

1080 . „ ,

Industrial Control services,

Pontlands Park Hotel. West

Hanningford Road. Great

Baddow, Essex. 11.09
'

Invesco Convertible Tst. 11,

Devonshire Square, E.C.,

1280 .

Lendu fUdgs. 3, Clanricarde

Gardens, Tunbridge Wells,
Kent. 1280
BOARD MEETINGS:
Finals:

Bellway
Cooper (Frederick)

Creston Land A Estates
Lowland Inv
Stratagem
Interims:

Anglian Water
British Airways
Dairy Crest
Mercury Asset Management
Powerscreen Inti

WEDNESDAY
NOVEMBER 6

COMPANY MEETINGS:
Campbell & Armstrong,
London Scottish House, 24,

Mount Street, Manchester,
1080
Community Hospitals. Insur-

ance Hall, 20, Aldeixnanbury,
E.C..12J00

DCS Group, Armourers’
Hall. 81. Coleman Street.

E.C., 12.00

Foreign A Colonial US
Smaller Cos, Exchange
House. Primrose Street, E.C..

1280
Isotron, Howard Hotel. Tem-
ple Place, W.C.. 12.00

Thorpe (PW), Mere Road,
North Moons Moat, Red-
ditch. Worcestershire. 3-15

BOARD MEETINGS:
Finals:

MMT Computing
Northern Investors
Northern Venture Tst
UPF
Interims:
Charles Stanley
Laminar
Westbury

THURSDAY
NOVEMBER 7

COMPANY MEETINGS:
Goodwin, Saxon Cross Hotel.
Sandbach, Cheshire. 1080
Melrose Energy, Royal
Thames Yacht Club, 60,
Knighisbridge, S.W., 12.00

Southern Newspapers,
Bournemouth Hxghciiff
Hotel. St Michael’s Road,
West Cliff, Bournemouth,
12.00

Thorntons. Assembly
Rooms. Derby, 1080
Verity Group. Brewera’ Hall
Aldermanbuxy Square, E.C-
1080
BOARD MEETINGS:
Finals:

BIbby (J) & Sons
Burton
Kwlck Save
Smart <J) (Contractors)

Interims:

Boots
Cullens Hldgs

Hambros Insurance
Somic
Staveley Industries
Warner Howard
Yates Brothers Wine Lodges

FRIDAY
NOVEMBER 8

COMPANY MEETINGS:
Dalgety Group, Centrepoint,

103, New Oxford Street,
W.C., 1L00
Invesco Japan Discovery
Tst, 11, Devonshire Square;
E.C., 12.00

M-R. Group. Merchant Tayr.
Tors’ Hall. 30, Threadneedle
Street, E.C., 10.00

Schroder Japan Growth
Fund. 83, Gutter Lane. E.CL,

3.00
.

.
I

Walker (Thomas). Grand
Hotel Colmore Row. Bir-
mingham, 12.00 -

l

BOARD MEETINGS:
Interims:
Hngifah National Inv

Company meetings are
annual general meetings
unless otherwise stated.

Please note: Reports and
accounts are not normally
available until approxi-
mately six weeks after the
board meeting to approve
tba preliminary results.

LEGAL NOTICE

INTHE fSCHOOURTOFJUSTICE
CHANCERY DIVISION
COMPANIESCOURT
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NOTICE 15 HEREBY GIVEN ihu i
Petition *u an (he 10th (Maher 1996
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Na .anther 1996.

.
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at Older for the ranftnnattop.ar On MM
reduction of captm Mould appear at Hie

tna of hearing at person ir by Course) for

thatpapers.
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Tht-rMffS 171 *05*8*1 TENPORE™
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Advertise your property to

approximately 1 million Ft

readers In 160 countries;

For detaHs:

Courtney Anderson

011 +44 (0)171873 3252

or

Nadine Howarth

OR +44 (0)171 873 3211

Fax: +44(0)131873 3098

If you would li!

further inf

Tel: 0171-S7;

<e to advertise, or require any
ormation, please contact:

Jeremy Nelson

3-3447 Fax: Q171-S73-3062
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wrtures. Options &_Forex markets
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BUSINESS TRAVEL

Travel News * Ri

Check-in takes off
Kerbside check-in is now
available to business-class
and first-class passengers
flying with Lufthansa from
Dussddorf, Frankfurt and
Munich. Travellers may ease
the pain Anther by using a
valet parking service, which
is also on offer at four UK'
airports - London
Heathrow. Birmingham,
Manchester and Glasgow.

Nigeria alert
Don’t drop your guard hi
Nigeria. Fraud against
foreign business visitors is

commonplace. The UK

S
mokers “have been
added to the black-
list of late-20th cen-
tury pariahs, along-

side paedophiles, rapists,
drug pushers, tax collectors,

traffic wardens, TV game-
show hosts and National
Health Service managers”,
says James Leavey, editor of
The Forest Guide to Smok-
ing in London.
Fed up with abuse from

strangers for pursuing his
habit in public. Leavey has
written a guide that details

exactly where visitors to
London may and may not
smoke. Business travellers
will find particularly useful
a section which sets out
exactly when they can light

up at London's airports.

However, as Leavey
acknowledges, even where
smoking is permitted, there

are still problems. Is it. for
instance, good manners to

light up in a restaurant
while people next to you are
eating?
Such problems are magni-

fied when one considers the
question of smoking on air-

craft. Many smokers find it

extremely uncomfortable or
even impossible to go sev-
eral hours without a ciga-

rette: on the other hand,
about 50 per cent of air
inside an aircraft is recircu-

lated. so it is difficult to stop
fumes spreading to the non-
smokers.
Faced with this dilemma,

more airlines are banning
smoking outright. A
recently extended British
Airways smoking ban now
covers 90 per cent of its

seats, amounting to 1,000
flights a day.
BA says the reason for the

ier Bn

Foreign Office advises yon
should check the credentials
of local contacts thoroughly
and, ifin doubt, contact the
Nigeria desk at the
Department ofTrade and
Industry in London <0171
215 4844). Violent street .

crime and armed robbery
are rife in Lagosand many
other places. It tg not
mmsnal to be harassed by
police or soldiers and you
should not travel outside
cities after dark.

Stay connected
The Web spreads. Guests at
the Peninsula Group's

four-star Kowloon Hotel in
Hbng Kong may sand E-mail
direct from their rooms.
Guests are allotted a -

personal address -
automatically cancelled
when they check out -

which will also allow foem
to receiveprivate messages.

Plugged in aloft
Relief is on the way for
laptop uses frustrated by .

the brief life of their
batteries. American Airlines
claims It will be ahead of Its

trans-Atlantic rivals when
its first jets to be fitted with

.

powerpoints in first-class

and business-class seats

start operating next
February. They wfll.fly

between London Heathrow
end New York end Boston.
The whole of American’s
OK-US fleet WED be -

Similarly equipped by the
end ofnext year.

Confused of Dubai
Sheraton has opened a new
hotel in the Gulfstate of.

DubaL Part of the raid-price

Four Points chain, it has 250
rooms and 38 junior suites.

Regular room rates range
from $177 (£109) to $205. The
hotel, which is five minutes
bom the airport, is nothing
if not eclectic In style, with
a British colonial interior, a
health club incajrporatiiJg

Turkish baths, an
“African-American theme

bar and restaurant” and a
choice of other eateries from
Thai to Indian.

Tone deaf
Be careful bow you order

soup in a Beijing
restaurant If yon don’t say
the word tang in the right

tone, you may get sugar.
Chinese pivunindation is a
minefield but Lonely
Planet's new pocket-sized

Mandarin Fhrasebook
<£SJ99) covers most
eventualities.

Non-stop flights
Northwest Airlines will

launch non-stop flights

between its main base at

Butt of opprobrium
Amon Cohen on the problems faced by smoking travellers

ban Is simple. More than
eight out of 10 passengers
request non-smoking seats
and the numbers are grow-
ing. Its figures correlate
with the 1996 International

Air Transport Association
corporate travel survey,
published this month. Of the
1,029 business travellers sur-

veyed, 68.9 per cent said
they would definitely like to

see a smoking ban on all

international flights.

The fact that prohibition

is proliferating is bad
enough, says Forest, the
smokers' rights campaign
behind the London smoking
guide. What is worse. It

says, is that information on
which flights allow smoking
is patchy and often inaccu-
rate. Forest has received
many complaints from mem-
bers who thought they had
booked a ticket for a smok-
ing flight only to turn up at
the airport and find that
that it was banned. One
member found that the ban
on a route with two flights a
day was switched from the

morning to the afternoon
departure without notice.

Forest recommends two
courses of action. The first

is to obtain written confir-

mation when booking a
flight that the service does
permit smoking. Should this

turn out not to be the case,

the document will
strengthen a case for pursu-
ing compensation

although whether this
would oblige the airline to

pay up has not yet been
tested in court.

The second solution is to

use a specialist travel agent.
Forest refers members to

Grosvenor Travel Manage-
ment. which puts together
itineraries that Involve
smoking flights as far as
possible. In the case of Brit-

ons travelling long-haul,
that often means flying with
Air France via Paris.

For some destinations,
smoking all the way is not
possible. It is banned on all

flights into Australia and
New Zealand. “We can get
them as far as Bali with Gar-
uda Indonesia and then we
explain that for the next six

to seven hours, they will not
be able to smoke.” says
Richard Turpin business
account manager for Gros-
venor.

Airlines, particularly
those whose domestic mar-

ket has heavy smokers, are
also striving for solutions.
Air France has banned
smoking on most of its long-

haul services but has
instead installed special
smoking rooms, with stand-
ing room only, where up to

12 passengers can puff away
in peace. Air is pumped in at

200 litres per second and the
noxious fumes are expelled

directly out of the aircraft.

Marjorie Nicholson, a
director of Forest, hopes

" passive smoking- ok
NO!si PASSIVE SMoATIA/fr?"

mm

that other airlines will heed
the Air France example. She
believes both groups can
cohabit on flights if the ratio

of fresh air to recirculated

air in the «»hin is increased.

Nicholson contends that air-

lines discovered during the
1970s oil crisis how they
could economise on fuel by
reducing fresh air intake,
which requires heating.
Lack of fresh air, she says,

means that tobacco smoke is

only one of a number of pol-

lutants spread around the
cabin.

“You cannot see or smell
the other pollutants which

are also being recirculated.”
says Nicholson. “By banning
tobacco smoke, you are
effectively removing the
early warning system that

pollution could exist” With
tobacco gone, she argues,
airlines get away with
reducing even further the
amount of fresh air In the
cabin.

Her argument cuts little

ice with Action on Smoking
and Health, the anti-smok-
ing campaign. “What will

solve the problem of tobacco
smoke is banning it.

Tobacco is a principal pol-

lutant on board aircraft and

Minneapohs-StPaul and
Osaka next April- The
decision comes with politics
still holding up the opening

.

of itsproposed fink between

.

Seattle and Jakarta.
Northwest wants to fly to
the Indonesian capital via
newKansal airport. .

.

After an earlier,delay H
had hoped to start this

month. By catting ant the
need to change aircraft in
Japan, it would have
reduced the existing flight
time by up to eight horns.
But the Japanese

government has so for

refused permission despite
the airline’s claim that it .

has the right to go ahead
'

under- its historic, intra-Asia
traffic rights.

one that can so easily be
removed,” says the group.
The other argument for

smoking is that, like prosti-
tution and abortion, it will

always happen, so it should
be made as safe as possible.

Nicholson claims that the
number of people caught
risking fires by smoking in

toilets has increased since
many carriers introduced
bans in 1992 and 1993.

As for the effect of smok-
ing on cabin crew. Nichol-
son says: “It is the same as
working in a pub. No one
forces them to do the job.

Are they there to provide a
service for customers or
not? Airlines should be
approaching thia as a man-
agement task. We want to

see solutions that accommo-
date rather than discrimi-
nate.”

Yet as anyone who has sat

in the last row of no-
smoking knows, it is diffi-

cult to separate smokers and
non-smokers fully. I once
checked in for Athens only
to find that no-smoking was
full. Four hours next to a
smoker left me choking and
flecked with ash.

If my neighbour could not
travel for four hours with-
out satisfying his nicotine
craving, whose problem was
that.: his, mine or the air-

line's? The Air France smok-
ing room, apparently work-
ing wen, might resolve this

dilemma. Otherwise, one
has to ask whether both
smokers and non-smokers
can truly be accommodated
on the same flight, if the
answer is no. then airlines

will continue either to fudge
the issue or to side with the
non-smoking majority.

. Likely weather in the leading business centres

|fr*akfurt %>t5
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The creature
comforts of the
bourgeoisie

Kiev communism is giving way
to Paris cuisine, says Roger Bray

U kraine’s official business, providing excel-

immigratlon doc- lent cooking at Paris prices,

ument, handed to they have yet to galvanise

travellers as they the city’s hotels. Night andU kraine's official

Immigration doc-

ument, handed to

travellers as they
arrive at Kiev’s Boryspll air-

port, looks nothing more
than a promotional leaflet. It

carries colour advertise-
ments for two Kiev casinos,

a restaurant, a hotel and
three airlines.

Understandably, business
visitors sometimes scrawl
on it or throw It away.
Don’t. You may have trouble

leaving town without it

A marriage of convenience
between the old bureaucracy
and Ukraine's new entrepre-

neurism. the immigration
document encapsulates the
country’s stuttering emer-
gence from Russian domina-
tion *nd communist authori-
tarianism to Independence,
and the daunting challenges

of the free market.
Tensions with Russia, the

tenacity of communist hard-
liners, roaring inflation and
local resistance to competi-
tion from the west have
made for a slow start to
Ukraine's emergence from
its shell.

While joint ventures have
sprung up in the restaurant

business, providing excel-

lent cooking at Paris prices,

they have yet to galvanise

the city’s hotels. Night and
day the “floor ladles”, albeit

less grumpy and more oblig-

ing than they used to be,

still guard the corridor to

your hotel room.
As Caroline Woodward,

head of corporate finance at

the Kiev branch of Coopers
and Lybrand, says: “What
we have at the moment is

western hotel prices without

western standards.”

That is not to say that

existing accommodation is

all that bad. The Hotel Dni-

pro, for example, remains
state-owned and state-run.

Its lobby is dowdy and ill-lit.

but, all things considered, it

isn't a bad place.

And visitors should make
a special attempt to get tick-

ets for the opera and ballet

theatre, where 1 saw a spec-

tacular production of Tchai-

kovsky’s Queen of Spades
and where a decent seat still

costs only about $10 (£6). As
a Kiev-based westerner told

me: “Half an hour of music
there and all the aggrava-

tions of the day have van-

ished.”
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Maman
dearest

An exhibition devoted to the life

of Madame de Sevigne reinforces
her status as a French icon,

writes Jackie Wullschlager

C
hanel suits and click-

ing heels vie with the
perfect twin-sets
worn by ladies d’un
certain &ge. Scents

waft as crowds crush In on a por-

trait of a long-dead, beautiful
French woman who is famous
simply because she wrote thou-
sands of letters to her daughter.
This is the packed first day of

an exhibition marking ftp 300th
anniversary of the death of
Madame de S&vignfe, France's
“mere extraordinaire, grande
epstoli&re". Little known in

Ehgland. she is a national icon in
France and the epitome of the
intellectual chic to which genera-
tion after generation of French
women aspire.

The show “Madame de
Sevigne" Is Inviting to foreigners
because it filters a nation’s his-

tory and preoccupations through
an individual consciousness
brought powerfully to life. Held
in Madame de S£vign£'s home
and salon, the Hotel de Camava-
let in Paris' Marais district, its

private-and-publlc aspect - pomp-
ous portraits next to locks of
Madame's brilliant, red-gold hair,

family letters along with gilded

panels and chandeliers - exudes
I7£h century opulence.
These 'were"the1

Madame de Sdvign&’s friend, the
Sun King, tamed his subjects by
urging them to sheath their
swords and help with his night-
shirt or hold his candle as he got
undressed. Peeking at family
treasures through the marble and
red velvet interiors of the Hotel
de Camavalet gives a glimpse of

how seductive that spectacle of

intimacy must have been.
Marie de Rabutin Quintal, Mar-

c£ se de S£vign£, was bom in

1626 at the Junction of two clas-

ses. Her father was a Burgundian
count who belonged to the
ancient noblesse d'dpde - giving
her exclusive courtly connections
- and her mother came from a
bourgeois, nouveau riche family.

That she inherited the best of

both worlds - aristocratic grace
and self-confidence, a middle-
class sense of restraint and toler-

ance, plus a good rationalist edu-
cation - is one reason why she Is

so popular a figure: a constella-

tion of traditional French virtues.

The family gallery as you
sweep past the great staircase
shows the difference with carica-

ture-like Intensity. There is the

puffed-up splendour of her father,

cousin and husband - all curls

and lacy flounces and lethargic
expressions - versus her modest
pretty mother and the plump,
pragmatic, kindly face of her
abbot uncle, the "Blen Bon" who
brought her up when she was
orphaned at seven.

The radical here is Marie's
grandmother (in a nun's habit),

who left home and ignored her
children, prostrate with grief

lying across the doorstep, to join

a convent - she was later beatif-

ied. This exhibition tells the
story of strong, independent
women. “One would not dare to

be stupid with her,” wrote a con-

That she inherited the

best of both worlds —

aristocratic grace, a
middle-class sense of
tolerance, plus a good
education - is one
reason why she is so

popular a figure: a

. constellation of

.

virtues

temporary of Madame de
S6vign6. Happily widowed at 25
when her husband was killed in a
dud, she rejected all other suit-

ors and became a famous single

mother, devoted to her children
and to her correspondence with
intellectual women across the
land. Her daughter, Francoise-
Marguerite, known as “la plus
jolie fflle de France", rejected the
King’s advances, dismissed
beauty as irrelevant and fleeting,

and fled from her overwhelming
mother to live In Provence. Thus
began the daily exchange of

letters about marriage, mother-
hood, health, food, politics,

travel, which are one of our
greatest historical sources for

17th century Ufe.

The English equivalent, compa-
rable in wit, spontaneity, depth
of detail, is Pepys's diary. “I write
as long as It pleases my pen
which governs everything": each

Theatre/Alastair Macaulay

Young writers make
a 'Storming' debut

A woman of letters: Madame de S6vign6, adored in France but reviled by many feminists

scene here is enlivened by the
easy, graceful, fluent prose of the
letters on display. In the gaudy,
hectic public room, portraits of

Corneille, Racine, Molifere in cos-

tume, are grouped around
Madame de S€vign6*s chinoiserie

writing desk. She knew .them all:

Corneille she thought a genius;
Racine a fad, like coffee, who
would not last; with Moligre she
shared an instinct for the absurd
which made her lament "what a
scene he would have made of it”

every time a ridiculous doctor, a

stuffy cleric, came her way.
Her unique rendering of the

commonplace comes into Its own
In the alcoves winding off the
public rooms where we see this

definite, logical woman worry
about her daughter’s pregnancies
("continue this good custom of
sleeping separately"), about- her
syphilitic son-in-law, about
whether chocolate made you high
or gave you palpitations, as she
sat among her make-up brushes
and engraved mirrors. "Don't
stop loving me, for love is my life

and soul, it makes all my joy and
all my grief." she writes to her
daughter.
Virginia Woolf, who made a pil-

grimage to the Hotel CarnavaleL.
called this "a passion that was
twisted and morbid"; feminists
have argued for a century over
whether.Marie de S6vign& wasan
ideal mother or a -monster. This
exhibition gives us' a.'.wonderful
chance to know her better. - -

Mns6e Carnavalet. Paris, until
Jan 12 1997.

here are three good rea-

sons to see the two pro-
grammes of Storming,
the Royal Court's Marks

and Spencer Young Writers' Fes-
tival: the plays themselves, their

actors, and the spaces in which
they are performed.
, To deal first with the perfor-

mance space: the Ambassadors
Theatre, during the Royal Court
Theatre Upstairs’s current
regime there, has been divided

into two different theatres. Its

gallery now forins the upper.

.

space, in which Harold. Pinter's

\_Ashes to-Ashes was recently per-

formed. It is a Greek theatre in
miniature, gorgeous in its saffron
colour, flawed only' by intense -

reverberance emanating from
peripheral noise among the audi-

ence. The first play of each
Storming programme is given
there.

Then - which is fun in itself -

the backdrop is .raised, and the
audience is led across the stage,

and, moving down only a few
steps, finds itself in the Other,

more studio-like space. Here,
with the upper space still in
view, the second play occurs On
one play, the actors rush through
both spaces). After an interval,

the lower studio is closed Into a
separate space in which the final

play is performed.
As for the actors, several of

them perform hi four different

plays and run quite a gamut.
Martin Ledwith, straight- out of
drama school and in his first pro-
fessional appearance, is in five.

He delivers five or six separate
accents (Irish both southern and
northern, aristocratic period
Scottish, and modem London) to
perfection, and illumines each
piece with absorbing naturalness
and- Intelligence.

Since he also has piercing blue
eyes and a curiously reverberant
bass voice, he is a major discov-

ery. Even better is.. Daniel
Coonan, another new drama- r

school graduate: as a sejfidestfub-:.

tive Irish introvert, as a'jtnamo-'

cartoon city slicker, -aa-‘ an
• anguished inner-city-- :Scots
teenager, he has ' complete
authority and a nervous system
of-rare force.

---Ashley Jensen very finely

-

catches two different ' brands of
callow late-adolescent emotional
confusion and also , a.hilarious
Womble-voiced scl-fi office dogs-

body. Individual performances by
Brigid Duffy, Diane O’ Kelly,-Val-

erine Hunkins. and others: are
also excellent: •

I. enjoyed all six of -the plays
more thap many,plays by older

Onduding -soine celebrated) play-
'

Wrights. Each, of morse, showed;
signs of immaturity andT each
could have learnt from the ofh-
-ens. Matty Chalk (aged'riU) has

written a - family tragedy. The
Separation, about the 1745 Rebel-

lion - and about the pointless-

ness and masculine fatuity of.

war - with exemplary and auda-
cious economy,
Business as Unusual, a wacky

futuristic comedy by Michael
Shaw (only one year older), is so
fast and furious that it carries

the audience on waves of guffaws
even before we have a clue what
is going on.

I wanted The Call, by Lynda
Prim: (aged 18),. to be twice as
long. A dialogue for a young IRA
couple in London, it fleshed out
ftp Ues nr,d funtttctoi of its young
woman with breathtaking per-

suasiveness. Stuart Swarbrick
(aged 15) makes serious pathos
from his urban Scots slice-of-Iife,

Drink, Smoking and Taking. The
two longest plays were both by
23-year-olds, and both - The

MntairMidr

Comedy 'sweeps winner: Ashley
Jensen in 'Business as Unusual’

Future is Betamax by Nicholas
Kelly and Backpay by Tamantha
Hammerschlag - developed a lit-

tle too slowly.
But H«rrmmniriiliigl

i; portrait of

a.^deracinated and immature
white :gfrl in modem South
Africa became very absorbing;
and file twists and turns in Kel-
ly's account of five Irish unem-
ployed young people became riv-

eting,
.
surprising and intensely

affectiiig. •

Who knows where these play-

wrights will go from here?
Though this biennial Royal Court
Young Writers* Festival has
launched several now important
playwrights, it is not a critic's job
to, make predictions. What is

-already clear, however, is that
each of these young playwrights
.knows several secrets that many
supposedly mature playwrights

. have' never learnt

Royal Court..-Theatre Upstairs,
' Ambassadors;- Theatre, WC2,
until November 16. Then tonring
to Invenaessr'.jd^erdeen, Stirling:

ADELAIDE
OPERA
Adelaide Festival Theatre

Tel: 61-8-216-8600

• Eugene Onegin; by
Tchaikovsky. Conducted by

Kenneth Montgomery and
performed by the Adelaide

Symphony Orchestra and the

State Opera Chorus. Soloists

indude Irate Waugh, Patricia

Payne and Claire Primrose;

7.30pm; Nov 6

AMSTERDAM
CONCERT
Concertgebouw
Tel: 31-20-6718345

• Koninkftjk

ConcertgebouworkesC with

conductor Kurt .Sanderilng

perform works by' Haydn and

^'uckner, 8.15pm; *tov 6, 7. 8

BARCELONA
EXHIBITION
Fundacid Joan Mlrd
Tel: 34-3-3291808

• Andy Warhol: exhibition

indudlng some 70 paintings and
sculptures plus two installations,

“Sliver Clouds" and "Cow
Wallpaper", by Andy Warhol
(1928-1987). The organisers aim
to highlight Warhol’s importance
in contemporary art. The works
on display come from European
and American collections;

to Dec 1

BERLIN
CONCERT
Philharmonic &
Kammermusiksaal
Tel: 49-30-2614383
• Berliner Phi Iharmoniseher
Orchesten with conductor Mariss
Jansons and violinist Sarah
Chang perform works by Rossini,
Sibelius and Berlioz; 8pm;
Nov 6. 7. 8

BRUSSELS
exhibition
MusAe d’Art Modems
Tel: 32-2-5083211

• Ldon Spniiaert (1881-1946):

exhibition featuring 41 works by
the Belgian artist L£on Spilliaert

from the museum’s collection.

Also sketch books, preparatory

drawings, a poster design,

photographs, letters and other
documents are displayed,

illustrating the life and artisitic

activities of Spilliaert; to Dec 15

COPENHAGEN
OPERA
Dot Kongollge Tester .

- Tel: 45-33 69 09 69
• Madama Butterfly: by Puccini.

Conducted by Dietfried Bemet,
performed by the Royal Danish
Opera. Soloists Include

Gitta-Maria Sjfiberg, Kaludi
Kaludow and Kart Hamnoy;
8pm; Nov 9

HELSINKI
DANCE
Opera House Tel: 358-9-403021
• Don Quixote: a choreography
by Bart after Peplta to music by
Minkus, performed by the Helsinki
Ballet. Soloists include Nina
Hyv&rinen. Kara LSnsivuori, Pekka
Yli-Marttila and Anu Sistonen;
7.30pm; Nov 9

LONDON
CONCERT
Wigmore Hall

Tel: 44-171-9352141
• The King's Consort with
conductor Robert King, soprano
Deborah York and oboist
Katharina Sprocketsen perform
works by J.S. Bach, Timber and
Buxtehude; 7.30pm; Nov 7

EXHIBITION
British Museum
Tel: 44-171-6361555
• Old Master Drawings from the
Malcolm Collection: masterpieces
by Sandro Botticelli, Leonardo da
Vinci, Michelangelo and
Rembrandt are among the
highlights of the collection of
drawings formed by John
Malcolm of Pottalloch

(1805-1893). The collection

entered the British Museunvin-.'

.

‘1895, and tfds exhibition * :

- celebrates the centenary with a
choice of 200 drawings which

reflect Malcolm's taste and reveal

the extraordinary quality of hts

collection; to Jan 5

MUNICH
EXHIBITION
Villa Stuck Tel: 49-89-4555510
• Max Klinger. Zelchnungen -
Zustandsdrucke - Zytden: this

exhibition features approximately
300 works on paper by the
German artist Max Klinger

(1857-1920) from German and
Swiss public and private

collections; to Jai 12

NEW YORK
EXHIBITION
International Center of
PhqtographyTel;
1-212-860-1777
• Roadworks: Photographs by
Linda McCartney: fleeting

landscapes, anonymous
pedestrians, garish billboards and
backstage tedium are among the
viewq from -Linda McCartney's

. road -trips between the late 1960s
into the 1990s. This exhibition

presents 75 spontaneous
photographs taken from car
windows, backstage, or on the
street; from Nov 8 to Feb 9
MOMA - Museum of Modem
Art, New Yorfc

Tel: 1-212-708-9400
• Jasper Johns: Process and
Printmaking: the American artist

Jasper Johns often embellishes
early stages of his prints with

chalk, crayon, watercolour and ink
as hp explores and refines his

; printed images, sometimes
* transforming these early proofs

'

into finished drawing studies.

These overdrawn works, known
as working proofs, offer a unique
insight into his artistic.method.
This exhibition, indudlng
approximately 125 works drawn
almost entirely from the artist's

—
collection, highlights these
working proofs, many of which
have never before been exhibited.

Thirty images, each with a series
of proofs, is presented, spanning
Johns' entire career as a
prirrtmaker; to Jan 21

OSLO
CONCERT
Spektrum Tel: 47-22-176 610
• Kiri Te Kanawa: gala concert
by the soprano, accompanied by
violinist An/e Teilefsen and the

Norwegian Radio Orchestra with
conductor Robin Stapleton;

7.30pm; Nov 8

PARIS
OPERA
L’OpAra de Parte Bastflte

Tet 33-1 44 73 13 99
• I Caputeti e I Montecchi: by
Bellini. Conducted by Evefino . . .

Pid5, performed by the Orchestra

et Choeur de l'Op6ra de Paris.

Soloists include Andreas
Sitvestrelli, Laura Claycomb and
Vessefina Kasarova; 7.30pm; - -

Nov 6' ...

STRASBOURG
EXHIBITION
Muste Art Modeme Anclenne
Douane Tel: 33-88 32 48 95
• Eugdne Camera (1849-1906):

retrospective exhibition devoted
to the French painter Eug&ne

•Carrtere, who is psarfiojlarty> 'V?

known for his romantic
.
portraits'

:

:

and pictures of. motheriiood. The
.

exhibition brings together more j\
than 70 pamtings, '30 drawings;'

and Id prints ^torri international,

public arid private collections,

giving an overview' of Carriere'S

entire artistic -career- ;to Feb 9 /' ;
;

EXHIBITION- -

Tokyo Museum of ' 7 '•

Contemporary Art
Tel: B1 -3-5245-4111
• Prints by. David Hockney:
exhibition featuring recent print

. works by the British -artist

covering etching, lithograph,

eilkscreen and other experimental
'approaches; to Dee 15

VALENCIA
EXHIBITION :

IVAM Centre JuBo Gonzalez
- Tei: 34-6-3863000
• Alex Katz: exhibition featuring

35 works by the American artist

Alex Katz (b. 1927), covering all

periods of his artistic

development and including

landscapes, portraits, urban
scenes and conversation pieces.
Katz's painting, revealing

influences of Pop art, dissociates
itself radically from Abstract
Expressionism; to Jan 12

Listing compBed and supplied
by ArtBase The International
Arts Database, Amsterdam, The
Netherlands. Copyright 1996. Afl
rights reserved. Teh 31 20 664
6441. E-mail: anbaseOpi.net
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Bill Clinton deserves praise
on one score. He is the first

Democratic president firmly
to repudiate the dogmas of
Keynesian economics. The
economy is strong, he says,
only because he had the
courage to cut the budget
deficit. This put downward
pressure on long-term inter-

est rates and caused a surge
in private investment.

Let us hope this presiden-
tial campaign marks the
end of America’s love affair

with John Maynard Keynes.
It is 60 years since the publi-
cation of bis supposed mas-
terpiece, The General The-
ory of Employment. Interest

and Money. The book was
an instant success with
young US academics. Pro-
fessor Paul Samuelson of
MIT and other eager disci-

ples rapidly translated the
great master's abstruse
insights into simple graphs
and equations. With new
textbooks in hand, they con-
quered the economics pro-

fession.

The triumph of Keynesian
theory exacerbated just
about every weakness in the
US economic psyche. A
country that consumed too
much was given an excuse
to consume even more. Poli-

ticians who liked to borrow
and meddle were told this

was positively helpful Peo-
ple who longed to ignore
inflation learned that it

would be beneficial if kept

at “reasonable” levels.

Sadly. Keynes's Infamous
dictum that “in the long rim
we are all dead” became a
great nation's governing
philosophy.
Yet although Keynesian

policy prescriptions have
been abandoned almost
everywhere. Keynes’s repu-
tation remains surprisingly

high. He is still regarded as
a theorist of dazzling bril-

liance. the equal perhaps of
such great names as Adam
Smith or David Ricardo.

I recently took another
look at The General Theory.
As a student nearly 20 years
ago. I used to hug myself
with delight while reading

Michael Prowse • America

Spurning Keynes
The English economist's reputation in the US is still

grossly inflated given the damage his ideas have inflicted

Keynes. I am still impressed
by his polemical verve.

Here he is attacking the
opponents of public works
spending: "If the Treasury
were to fill old bottles with
banknotes, bury them at
suitable depths in disused
coal-mines which are then
filled up to the surface with
town rubbish, and leave it

to private enterprise on
well-tried principles of
laisser faire to dig the
notes up again . . . there
need be no more unemploy-
ment . .

.”

Or again: "The classical

theorists resemble Euclid-
ean geometers in a non-
Euclidean world who. dis-

covering that in experience
straight lines apparently
parallel often meet, rebuke
the lines for not keeping
straight...”
Yet the book, for all its

verbal fireworks, now
strikes me as chronically
misguided. In the final
chapter. Keynes argues in

all seriousness that “a
somewhat comprehensive
socialisation of investment
will prove the only means of

securing an approximation
to full employment”.
He advocates policies that

would lead to the “euthana-
sia of the rentier’’ - in other
words, an end to the possi-

bility of living on the
income from capital. He
thinks it would be possible

“for communal saving
through the agency of the
state to be maintained at a
level which will allow the
growth of capital up to the
point where it ceases to be
scarce".

Think about Keynes
- the greatest economist of
the century - is arguing
that if the state assumed
overall responsibility for
investment, there would be
so much capital that it

would cease to command a
price. We would all live in a
land of perpetual plenty.
Now ask yourself: did this
happen in places where sim-
ilar policies were tried - in
the former Soviet Union or
eastern Europe?
Keynes's admirers will

say these were polemical
asides, irrelevant to his
main contribution, which
was to show that an econ-
omy can settle into an equi-

librium with high levels of
unemployment. Keynes's
lasting achievement, it will

be claimed, was to show
that the desire to save does
not always have benign con-
sequences. By reducing
aggregate demand, it can
sometimes lead to lower
output and Investment At

HJlon Getty Retire l

Verbal fireworks: Keynes (left) and disciple Samuelson

such junctures, the govern-
ment must borrow to sus-

tain demand.
But even this “under-

consumption'’ thesis is

wrong. In a market econ-
omy, consumer demand is

expressed in money terms.
If the desire to save leads to

a fail in monetary demand,
there is no reason in princi-

ple why prices should not
fall. This is the usual
response to a fall in
demand. But if prices fall,

the real level of demand
need no longer be too low.
In other words, Keynes's
low employment equilib-
rium is feasible only if

prices and wages are
assumed to be inflexible.

This was hardly a great
theoretical innovation. Clas-
sical economists had always
known that wage and price
rigidities would cause
unemployment of resources
in labour and product mar-
kets. And so they advocated
policies that would promote
the flexibility of all prices.

Including wages. For exam-
ple, they opposed special
privileges for trade unions
and levels of soda! benefits

that would reduce people's
willingness to work.
Today, after a diversion

up Keynes's blind alley,
economists seem again to be
reverting to the traditional

view that the flexibility of
markets - not government
•intervention - is the key to
lasting prosperity and high
levels of employment.
Looking back, one might

ask why Keynes's convo-
luted - and often incoherent
- musings on economics
exerted so powerful an
Influence for so long, espe-

cially in the US. The answer
is very clear. He told left-

leaning academics exactly
what they wanted to hear.

The market system was
cruel and inefficient. The
world could be saved only if

clever people like them
entered government and
“managed" the nation’s
affairs. What more popular
doctrine could anyone have
invented?

M
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Sea convention not to blame
From Mr Alan Berttnd.

Sir, The United Nations
Convention on the Law of
the Sea (Undos), complex
though it be, cannot logi-

cally be held responsible for

current maritime disputes in
the Pacific, the Aegean or
elsewhere, contrary to the
suggestion by Bruce Clark
("UN in search of peaceful
waters”. October l® and the
follow-up leader (“A mari-
time law becalmed”, October
21). Pre-existing problems
ought not be blamed on the
solution.

Most of those disputes pre-
date Unclos by many years,

and states have long claimed
rights over vast expanses of
ocean space, citing custom-
ary international law or vital

national interests in their
defence.

Similarly, Turkey has for

years warned that a Greek
assertion of a 12-mile territo-

rial sea would constitute a

casus belli, and Greece has
for just as long retorted that-

it reserved the right to make
such a claim, whatever its

actual intentions.

Many long-standing claims
were far more extensive
than those allowed by
Unclos. and they have been
retracted by virtue of accep-

tance of the treaty. For
example, before Unclos
entered into force. 20 coastal

states had made claims to
territorial seas in excess of
12 nautical miles. By signing
the treaty. 16 of the 20 have
voluntarily limited them-
selves to the agreed figure of

12. The treaty has had the
similar effect of regularising
claims to resource zones.

(Unclos. incidentally, enti-

tles states to both an exclu-

sive economic zone and a
continental shelf.)

It is true that Unclos. by
allowing islands the same
resource rights as those

enjoyed by their mainland

proprietors, may have whet-

ted appetites wherever rich

fisheries or offshore oil

deposits lie. But the ensuing

disputes, which were bound
to arise sooner or later, are

to be settled peaceably in

accordance with procedures

agreed in the treaty.

No treaty is better than

the intentions of its adher-

ents or the willingness of the

international community to

enforce its terms. Unclos

offers the choice of stability

and predictability In the

multiple uses of the seas and
their resources to replace

the chaos that has existed

for so many years. I see no
potential for harm in that.

Alan Berlind,

(former director. US Office

of the Law of the Sea Negoti-

ations),

Le Champ Neuf,
03320 Couleuvre, France

Reality is what woos women voters

From Ms H. Mills.

Sir. Not only did Michael
Prowse (“The politics of gen-
der”, October 28) trot out
some well-worn cliches
about why most women
might vote to re-elect Presi-

dent Clinton, he also man-
aged two ridiculous and con-
tentious statements.

First, to suggest that

“softer" free-market rhetoric

is needed to woo women vot-

ers is as patronising as it is

absurd - hard reality is

what counts, and that is why
plenty of women will always
be suspicious of politicians
who want to dismantle wel-

fare and benefit structures.

Second, he calls the free

market the pre-eminent form
of social co-operation. In
recent years there have been
many over-confident asser-

tions about the supposed

benefits of untrammelled
markets. Again, the reality

of market failures Has
helped most commentators
to write at least some
nuance into their earlier

positions. Mr Prowse. it

seems, has moved from the
extreme to the bizarre.

Hazel Mills,

118 West 79th St,

New York. NY 10024, US

Benefits of Sabena deal with Virgin
From Mr Etienne De NiL

Sir, Your report “Virgin

Express in Sabena accord”
(October 25) states that Vir-

gin is to “take over loss-mak-

ing flights operated by
Sabena” between London
and Brussels.

For the sake of complete
understanding of the situa-

tion, it should be understood
that what has happened is

that Sabena is wet leasing, ie

with crew, three Virgin
Express Boeing 737 aircraft.

These will use the Sabena
Brussels service slots at

Heathrow, which remain the

property of Sabena. and the
capacity on each flight will

be shared. However, rather
than Virgin reserving “some
seats for Sabena passen-

gers". as you stated, it is

Sabena which has the major-
ity of the capacity offered.

The agreement has bene-

fits for the public in terms of

lower fares and for both car-

riers in that they will enjoy

lower overheads than would
otherwise be possible even
though in competition with

each other. It also means
Sabena's three aircraft previ-

ously used on the Brus-

sels/Heathrow route can be
allocated to other European
routes.

Etienne De Nil,

general manager for UK and
Ireland, Sabena,
10-18 Putney Hill.

London SW15 6AA

Treaty plan
will hit

developing
countries
From Mr Nick Alabey.

Sir, Mr Canncr and Mr
StroDgin (Letters. October

30) argue that negotiating a

multilateral agreement nn

investment inside the World

Trade Organisation would

lead w unacceptable

watering down of its condi-

tions. This represents a

patronising and dangerous

viewpoint on the process of

international negotiation?;

.

Corporate investors mai
see the treaty as a good
thing because it gives them
many new rights. However,
developing countries can

only decide to take it or

leave it - and are unable to

incorporate their own devel-

opment concerns into the

text. This has resulted in an
agreement which prohibits

countries from requiring

local content in investment,

technology transfer and the

hiring of local personnel Yet

such conditions are vital for

promoting long-term invest-

ment and the development
of globally competitive local

industries. By removing
these options the multilat-

eral agreement encourages
dependence on footloose for-

eign capital, attracted to low

wages and lax environmen-
tal and labour standards.

The speed of the multilat-

eral agreement process has
excluded meaningful consul-

tation with non-goveramen-,

tal groups - and often othv
government departments
outside trade ministries.

An equitable and workable
agreement must result from

a transparent and inclusive

process, perhaps inside the

WTO: a quick deal decided

inside the OECD is no sub-

stitute for a more mature
political discussion.

Nick Mabey.
economics and development
officer,

WWF-UK,
Godalming, Surrey. UK

The FT Interview • Yuri Luzhkov

A mayor with attitude
Chrystia Freeland,
Andrew Gowers and
John Thornhill meet
Moscow's combative
man in charge

C omrade Zilites. I

think that you
steal!” thundered
Mr Yuri Luzhkov,

mayor of Moscow. The
assembled Zil management,
a shabby crew as ineffectual

as the Moscow truck factory
it runs, cowered. For the
next few hours the directors

took notes and struggled to

answer questions as Russia’s

most powerful regional boss
roughed them up with a
relentless interrogation.

The carefully staged ritual

humiliation in Zii’s board-
room in front of FT journal-
ists on Friday was a typical

Luzhkov contribution to the
drama of Russia’s political

and economic development
Backed by Moscow voters
and the wealth of the capital

city. Mr Luzhkov has
emerged as one of the stron-

gest figures on the national
stage. Many think he will be
Russia’s next president.

Mr Luzhkov vehemently
denies any designs on the
Kremlin, but he Is not shy
about putting forward his
vision of bow the country
should be run. He has cho-
sen the Zil factory - an emo-
tional symbol of the Soviet
Union’s now idle Industrial
muscle - as his showcase,
reversing its privatisation
and installing himself as
“emergency director”.

“It [the decision to buy
back Zil] is to show how one
should work with the priva-

tised system. Because in
many cases privatisation has
already taken place... and it

is a failure," said Mr Luzh-
kov. an intuitive politician

with the plastic features of
an actor and the palpable
ruthlessness of a bass used
to getting his way. “But the
state can find honourable
ways out of that difficult sit-

uation. And we will show
what can and must be done."
With a combination of

Soviet-style table thumping
and the resources of the city

of Moscow, now Zil’s biggest

client, Mr Luzhkov is deter-

mined to turn the factory
around. His ultimate goal is

to Offer Russians, who

Thumping the table: Yuri Luzhkov is widely tipped as a future presidential candidate

increasingly express admira-
tion for the mayor, an alter-

native economic model, with
himself at the helm.
“They say to me. you are

crazy. The factory has
already died. Nothing of the
sort. Give me half a year,

and Zil will be standing
quite securely on its feet,”

promised Mr Luzhkov,
whose gleaming pate regu-
larly features on the nation’s

television screens.
Next to President Boris

Yeltsin, who was a candidate
member of the Politburo
under the old regime, the 6b-

year-old Mr Luzhkov is the
most prominent example of
a Soviet-bred leader who has
successfully adapted to the
post-communist era. He does
not conceal his scorn for the
interlopers, the radical
young market reformers
who have also taken a place
at the top. Nor does he hide
his ambition to reject both
their programmes and the
failed recipes of communism

“I am a market man and
believe that the market
economy is the system
which most suits the inter-
ests of a civilised society."
Mr Luzhkov said. “But the
way privatisation was con-
ducted here. In our country.
1 consider to be disastrous.
Unfortunately, I was the
only one who immediately
spoke out against privatisa-
tion Chubais-style.”

Mr Luzhkov's enthusiasm
for belittling Mr Anatoly
Chubais - presidential chief
of staff and architect of mass
privatisation who is now one

of the most powerful men in
the country - is a measure
of the mayor’s political con-
fidence. It is also a sign that,

as Mr Yeltsin’s seclusion
lengthens, the rifts between
his henchmen are deepening .

The sharpest animosity
among Yeltsin loyalists is

between Mr Luzhkov and Mr
Chubais. But the city boss is

also not afraid to stand up to
the third member of the
Yeltsin troika: Mr Victor
Chernomyrdin, the prime
minister, who. like Mr Luzh-
kov. is thought to harbour
presidential ambitions.

T he Moscow mayor
believes that Rus-
sia’s lethargic econ-
omy can be jolted

into life only if energy prices
are cut to a fraction of then-
current levels. It is a pre-
scription he recently urged
on the premier, a tireless
defender of the energy lobby.

“I recently had a discus-
sion with Victor Stepanovich
Chernomyrdin, and I

suggested that he lower fuel
prices, not just by a few per-
centage points, but several
times over.” Mr Luzhkov
said. He admitted that this
“might seem to be an extrav-
agant proposal”, but he
believes lower prices would
bring higher revenues
because only a fraction of
consumers can afford the
current rates.

Mr Luzhkov criticises his
rivals from a strong home
base. Even in the late Soviet
era, Moscow, which was Mr
Yeltsin's Stepping stone to

the Kremlin, was a launch-
ing pad for national ambi-
tions. Under Mr Luzhkovs
stewardship, it has become
more influential than ever.
Through intimate but
obscure ties with local busi-
ness groups, Mr Luzhkov
has secured a hold over the
capital. More important, in
the admiring opinion of Mur>
covites, who elected him
a landslide in June, Mr
Luzhkov has shown himself
to be an exceptional khozai-
stvermyk, the Russian word
half-way between manager
and master, of his city.

The emphatically patriotic
mayor's more extravagant
projects - including a mas-
sive statue of Peter the
Great - are dismissed as
post-Soviet kitsch by
Moscow’s chattering classes.
But these monuments, and
Moscow's well managed
municipal services, have
won the mayor the devotion
of the city.

“People support me In the
election 90 per cent - a
record of Guinness!" Mr
Luzhkov crowed in a few
sentences of sturdy English
trotted out to demonstrate
his sophistication.

Then he leapt into the cab
of a Zil truck to lead a caval-
cade of the factory’s vehicles
on the last leg or an advertis-
ing tour that had taken then:
through the most popiUouS.
provinces of European Rus-
sia. For a man who insists
“my ambition only is
Moscow", Mr Luzhkov is
already running a terrific
national campaign.
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Savings in

transition

Vi-:

What role should contractual
savings play in the transition
economies of the former Soviet
Union and eastern Europe? The
question, raised in the latest of

the annual Transition Reports
from the European Bank for
Reconstruction and Develop-
ment (EBRD). Is as important as
it is difficult. If the pension and
insurance arrangements of
these economies are ill designed
at the outset, there will be
adverse consequences not just
for economic growth but for
political stability. So much the
better, then, that the EBRD is

raising the issues at this rela-

tively early stage.

The immediate difficulty in

tackling long-term savings In

the context of transition is that
western economists usually dis-

Yet the German model, which
calls for an unusual degree of

fiscal discipline, Is a highly
risky one for others. The politi-

cal temptation to set pension
contribution rates low, thereby
running up large unfunded lia-

bilities as the population ages,

is too great for comfort, espe-

cially where young democracies
are struggling to achieve legiti-

macy. If pension promises are to

be honoured, a basic pay-as-

you-go state pension system,
combined with growing reliance

on private occupational or indi-

vidual provision, looks safer
anti more transparent

Stable world
Given that paternalistic,

defined-benefit pensions are

Bert Roberts
co-chairman 'Source: Company reports

Annual cash flow from operations: S12L3bn (£7.5bn)

Business and residential customers: 43m hi 70 countries Sir lain VaBance.
co-chairman

cuss the subject by reference to designed for a stable world of

the life-cycle hypothesis. The
critical underlying assumptions

lifetime employment, they are
of limited interest today. The

are that individuals are sophis- disadvantage of the alternative

tlcated enough to plan for defined-contribution schemes is

retirement over their lifetimes that the individual shoulders all

and that there are no restric- the investment risk. Yet the
tions on individual borrowing rewards could be substantial in

A telecoms titan on the line
BT and MCI are weak in Asia, but their proposed $20bn merger should give them the
money and the vigour to compete effectively in Europe and the US, says Alan Cane

against existing wealth or
future income. These are ques-

transition economies where cap-

ital productivity is potentially

tionable enough in much of the very high. With this approach
developed world. In Russia. Bul-
garia or Uzbekistan, they need
substantial qualification

Successful models
While it is tempting to urge

funded pensions on the transi-

tion economies on the ground
that high rates of growth will

call for high levels of domestic
saving, the extent to which
funding delivers on this promise

there is a premium, as the
EBRD says, on robust regula-

tion to improve confidence and
protect the unsophisticated.
Encouraging the development

of longer-term capital markets
is not without dangers. If the

best borrowers can raise

long-term funds outside the
banking system, the banks'
portfolio of risks may be too
thinly spread among the less

desirable credits. Yet as the

Yesterday’s announce- sels and from the US authorities, right-angle turns". vides much of the Internet ‘"back- by an average of 1

ment of a proposed The news has already sent a The worst may to be over, hqw- bone”, the high capacity pipes year while earnir

merger between Brit- shockwave of alarm through BTs ever. The two have had three along which Internet traffic grew 11.6 per cent,

ish Telecommunlca- and MCI’s competitors. Mr Rob- years to become accustomed to flows. BT and MCI between them Mr Taylor said:
"

tions of the UK and ert Allen, chairman of AT&T, the each other while setting up the are creating a new network to in the telecoms bi

lecond largest US long largest US telecoms operator, Concert supercarrier. Mr Gerald provide quality Internet services never seen a bettei

vides much of the Internet "back-

ment of a proposed The news has already sent a
by an average of 13.6 per cent a

year while earnings per share

MCI, the second largest US long largest US telecoms operator,

flows. BT and MCI between them Mr Taylor said: “In my 27 years

are creating a new network to in the telecoms business 1 have
provide quality Internet services never seen a better time to enter

distance carrier. Is a powerful rushed out a statement question- Taylor, MCI president and chief for premium rate customers. the local market.''

example of the processes of con- ing the haute on which the US operating officer elect of the new The merged company will also, A BT shareholder might view

solidation now reshaping the regulatory authorities might be company, while admitting there according to Sir Peter, be more tbe matter differently. “BT is

global telecoms business. persuaded to sanction the BT- were difficulties at times, pointed attractive to further partners, making a huge bet on MCI being

It will be the largest takeover MCI deal. It is a standard spoiling to Sir Peter’s experience of the especially in the Asia-Pacific successful in breaking into local

undertaken by a UK company tactic but indicative of the serl- US. “We may not understand the region where both companies are US markets,” says Mr Laurence

and, if it comes to fruition, will ousness with which AT&T Brits all the while but Peter week. He has made no secret of Heyworth. telecoms analyst with

create a giant telecoms operator regards its new competitor,
with annual revenues of £25bn Industry observers yesterday

understands us!" he said.

Stripped of the. undoubted

remains controversial among EBRD suggests, long-term lnsti-

serving 43m business and resi- paid tribute to what is acknowl- glamour of size and cost, how- telecoms operator. But NTT’s
dential customers in 70 countries, edged as a bold and imaginative ever, the prospect of a merger future structure has still be to significant benefits by merging

It will also mean the eclipse of move. One said: “This is just tbe between BT and MCI raises a decided by the Japanese govern- their long distance interests. It is

the names “British Telecommuni- deal BT should have done. But 1 number of questions of commer- ment. likely that the international

his desire to form an alliance Robert Fleming Research in Lon-
with NTT, the largest Japanese don.

Both companies should gain

economists. And from a purely
practical point of view It could
be argued that some of the most
successful models of reconstruc-

tion have been in countries like

Germany, where universal
banks have acted as a capital

market surrogate.

The lion’s share of German
pensions provision, meanwhile,
has been very successfully

tutions are unlikely to spring

up rapidly without the prior
establishment of strong banks
and sound payment and settle-

ment systems.
There are advantages for both

governments and companies in

having institutional Investors
capable of absorbing paper with
longer maturities. And a bias in
favour of equity, which provides

cations'* and “MCI”, both to be did not believe it had the guts to cial strategy, of which the most
reduced to brand names for the
new company's services in the

do it.”

But such "megamergers" are
UK and US respectively. The prey to problems. What could

significant are: why now, and
why at all?

For both companies, the logic

group will be called Conceit- cause it to fail? There are three of the deal has to do with size. T
likely that the international
accounting rate system, through

he timing of tbe which operators pay each other
merger has much to agreed rates for carrying each
do with changes in other's traffic, and which has
regulatory positions long held international call rates

both in Europe and artificially high, is set to collapse.Although technically BT is tak- initial barriers. First, the possibil- There is a powerful belief in the both in Europe and artificially high, is set to collapse,

ing over MCI, both companies ity of a more attractive bid for telecoms Industry that within the the US. Europe's telecoms mar- New technologies such as call-

insist it is more of a merger. The MCI from another suitor. Ana- next five to 10 years continued kets are set for liberalisation back, whereby a call can be

undertaken through a pay-as- a cushion against shocks, would
you-go state system. Even when be no bad thing in countries
confronted with an ageing popu- where macroeconomic policy is

management of the two compa- lysts think this unlikely. More- consolidation will see the sur- from January 1 1998. In the US,

lation. the consensual Germans
have managed to reduce state

benefits after discussion
between the social partners.

erratic and banking systems
shaky. In due course, a dynamic
contractual savings sector has a
great deal to offer.

nies is to be integrated, there will

headquarters both in the US and
UK and the joint chairmen - Sir

Iain Vallance for BT and Mr Bert
Roberts for MCI - will preside
alternately over board meetings
beld on their home soil.

over the fact that the two com-
panies are already linked

vival of only two or perhaps this year's Telecommunications
reversed from a high-tariff zone
to a lower-tariff zone, are making

through their Concert joint ven- corns groups.
three large international tele- Act is in the process of sweeping the accounting rate system

away barriers which prevent
ture would enable BT to make
life difficult for a new bidder.

Second, regulation. The deal
will have to secure the sanction

BT becomes a
global giant

BT already holds a 20 per cent of the US Federal Cocamonica-

untenable.

BT and MCI combined will be long-distance carriers - AT&T, The proposed new company,
able to provide many customers MCI and Sprint for example - owning both ends of the lucrative

on a global basis with a full from competing for business in transatlantic route, should be in

range of communications ser- local areas, and which stop local a powerful position to gain mar-
including local, operators, tbe regional Bell oper-

stake in MCI, bought in 1994 tions Commission and tbe US long-distance, international, ating companies, from taking on
when the two companies estab- Justice Department. Sir Peter mobile and multimedia services,

lished a joint venture called Con- Bonfield, BT chief executive and as well as systems integration
cert Communications Services, chief executive elect of the new and Internet access.

the long-haul operators.

This means that MCI should be

ket share as competition bites

and prices fall.

BT’s Sir Peter, however, clearly

believes that a major benefit

The bold plan by British This liberalisation has oppo- I multinational corporations.

This venture Is the key to both group, said yesterday he believed
company's ambitions to be global all the regulatory hurdles would
players. It is a “global supercar- be negotiated by the end of 1997.

rler”, an operator able to offer a A telling factor here may be the
range of advanced services to enormous financial resources of

able to expand into a large and from the merger wifi be the effect

profitable market worth about of MCTs entrepreneurial corpo-In the US, MCI already pro- profitable market worth about
... , . $100bn a year - with earnings

It Will DC the largest before interest, tax, depreciation

, , _ and amortisation of some
takeover undertaken $43bn.

BT, which is paying $20,5bn to
Telecommunications to merge site consequences for BT and While it is early days - Concert secure the deal. US regulators are by a UK Company
with MCI. the second largest US MCI. In the UK, where BT still has yet to make a profit - the keen' to encourage competition In , _

carrier, is part of a global has more than 90 per cent of the early indicators are good. The dlf- the US market and understand and Will Create an
restructuring of unparalleled market, profits and market faculties of persuading two very the operators' need for capital to . ,

complexity and scope. share will be under pressure. different companies to work in underpin their plans. Operator With
It marks tbe end of an era in MCI, however, has the chance tandem seem to have been con- Third, culture. The two compa- _

which huge telephone monopo- to move into the territory of tained if not completely over- nies are different in style and ailllUal T6V6I1U6S Ot

with MCI. the second largest US
carrier, is part of a global
restructuring of unparalleled
complexity and scope.

It marks the end of an era in

which huge telephone monopo-
i
lies conspired with governments

MCI. In the UK, where BT still

has more than 90 per cent of the

market, profits and market
share will be under pressure.
MCI, however, has the chance
to move into the territory of

"Baby BeUs”, probably in the
to frustrate the best interests of business sector. Tbe two compa- $lbn of orders In tbe pipeline. It

consumers. The results were: nies hope that in combination has a two-year start on its princi-

excessive charges, distortions of they will be better able to do pal rivals. Global One (owned by

faculties of persuading two very the operators' need for capital to . ,

different companies to work in underpin their plans. OpGr£LtOr Wltfl
tandem seem to have been con- Third, culture. The two compa- _
tained if not completely over- nies are different in style and 3I1I1U3I reveilUGS OI
come, and the company has over emphasis. BT, despite 10 years in .

$lbn of orders In the pipeline. It private ownership, is still com- xZbbn, SGIVLTlg 4oED
has a two-year start on its princi- mittee-bound. slow and bureau- . __
pal rivals. Global One (owned by eratic. MCI, founded in the 1960s, CUStOIXLGrS HI 70

$100bn a year - with earnings rate culture on BT.
before interest, tax, depreciation Tbe process will begin, he
and amortisation of some explained, by the exchange of
$43bn. senior executives. "We are not
To be successful, however, it going to be swapping engineers."

will have to invest heavily. "The he said. But he expects the
telecoms business has a vora- effects of change at the top to

clous appetite for capital” said filter down through the work-
MCTs Mr Taylor. He pointed out
that MCI could not meet this

force.

He points to examples of MCTs
requirement effectively from its entrepreneurial style - such as
own resources. the “Family and Friends" dis-

So BT's very strong balance count call programme which

customers in 70
tariff structures by political

pressure, over-manning, ineffi-

ciency. resistance to new tech-

nology and the abuse of market
power to exclude competitors.

Until recently, BT and MCI
represented opposite poles of

this over-regulated world. When
BT was still a nationalised mon-
ument. MCI was on aggressive
upstart, exploiting excessive

long distance charges by AT&T,
the US telephone monopoly.
Then in 19S4. BT was privatised.

this and to move into the EU
market after It becomes liberal-

ised on January l 1998.

Combined strength
If Concert, the merged group,

can exploit complementary
skills in these ways, customers
will surely benefit: but with one
important proviso. Strong regu-

latory action is needed to
ensure that the combined
strength of Concert is used to

Deutsche Telekom, France T&1&- is aggressive, imaginative and
com and Sprint of the US) and quick. Sir Peter has described the COUTltFIGS
AT&T WorldPartners. both of relationship as akin to “holding a
which have yet to achieve full tiger by the tail" and the MCI
regulatory approvals from Bras- executive style as "managing by Si

sheet, which can underpin the
further development of its busi-

ness is a key reason for the MCTs
enthusiasm for the deal And MCI

helped the US group take market
share from AT&T, its Internet
initiatives and its calling cards,
which take advantage of intelli-

is already growing at twice the gence in the network to reduce
average rate of the rest of the US customer’s bills. “Pm looking for
telecoms industry. Over the past
four years revenues have grown

the impact of a different style on
BT," said Sir Peter.

O B S E R V E R •

AT&T was broken up and the sharpen competition rather
present revolution began.

It was propelled by rapidly
advancing technology, which
was also behind MCTs spectacu-

lar success. As computers, satel-

lites. and optica! fibres cut
costs, politicians came to realise

that the efficient use of commu-
nications was an important
engine of economic growth.
Telecommunications was no

longer a natural monopoly,
requiring huge fixed invest-

ments in copper cable and
mechanical switches. Compel 1-

than to frustrate it. This
requires that as Concert gains
market share In the US, France
and Germany, it must accept
that it will cede ground in the
UK.
Moreover. EU countries must

quickly establish rigorous regu-
lators' regimes to ensure that

their state telecommunications
companies do not entrench
themselves as private monopo-
lies after 1998. In the long dis-

tance market also, the authori-

ties must be vigilant against

Msdsllloil booty. Creating Abacha as Despite that handicap, Vfc

Nigeria’s medallion man hasn't new hedge fund has alrrawly

WT^-r\r\ helped, but most western raised around $800xn, and it

lllcLIl VV1UU diplomats are taking a laid-back yet to close. It may be pin n
stance, content in the knowledge * by Fidelity’s standards, but

It looks like Arpod Bogsch. that Bogsch is in any case doe to Vinik has big ambitions.

tors can now use optical fibres anti-competillve practices by
capable of carrying 1.2m simul-

taneous calls and compact com-
puters for switching.

Even delivery of telephone

the three global groups which
are now emerging, Concert,
Global One (which includes
France Telecom and Deutsche

services to homes and offices is Telekom and Sprint of the US)
becoming open to competition: and AT&T WorldPartners.

from mobile telephones, ser-

vices beamed directly from
radio masts (or even satellites)

and cable television companies.

Second wave
These developments led this

year to a second wave of deregu-

lation in the US and the UK.

The US Telecommunications

The uncertainties are great,

;

the difficulties are formidable,
but the potential benefits of a
free market in telecommunica-
tions far outweigh them. Since
privatisation. BTs turnover has
doubled, its workforce has
fallen by half and customers’
prices have fallen by 40 per cent
in real terms. The price of trans-

atlantic telephone calls has

Act allowed competitors into halved in the last four years,

local networks run by the seven but is still nearly three times

regional “Baby Bell" companies the cost. BT charges £1.41 (£1.29)

which were hived off from for a five minute evening call to

AT&T. In the UK, parallel rnea- New York. One of Its competi-

sures were taken by Oftel. the tors charges only SOp.

industry's regulator. And this is just the start.

It looks like Arpad Bogsch.
the septuagenarian boss of the
World Intellectual Property
Organisation, based in Geneva,
will not be pushing off early,
despite his honouring of General
Sani Abacha, the Nigerian
dictator, with a gold medal
normally given for significant

achievements by inventors.
Like much of the rest of the

world Observer is stfil in the
dark about what it Is Abacha
has supposedly Invented, but let

that pass.

Bogsch's gift to Abacha has
vastly irked the Americans, but
in Geneva's wider diplomatic
community it's done little more
than raise same eyebrows. A
Hungarian-born American and
international copyright lawyer
who helped set up Wipe in the
early 1970s, Bogsch has run the
organisation more or less as his
private fiefdom since 1973.

As head of one of the UN’s
more obscure offshoots - and
one that moreover makes
money, from international

patent Tees - Bogsch has been
given a pretty free hand by
member governments.
Until that is. September,

when Bogsch had a run-in with
Washington over plans for a
sumptuous new building to be
financed by Wipe’s accumulated

Despite that handicap, Vitilk’g known for its typewriters, but
new hedge fund has already ' .the German Industrial company
raised around 4800m, and ft has _ - is currently erdoylngrunaway
yet to dose. It may be pin money success with a rather different

by Fidelity’s standards, bid .
•

• product - a "functional toy”

pass quietly into retirement next
-year.

In any case, scattering Wipo
medals to the wind - nearly 400.

;

at the last count - no doubt .
'

comes naturally to a man who is

himself an avid collector of
gongs. His own include

Commander or the National
.

Order of tbe Lion (Senegal),
Order “Madara Horseman"
(Bulgaria), Exalted Order of the
White Elephant Commander
(Thailand) and First Class Order
of the Sacred Treasure (Japan).

.

Big name assets.
If you’re trying to raise

money for a new hedge fund, it

helps to have a memorable
name. So Vinik Asset
Management, the new fund set

upby Jeffrey Vinik, the
high-profile 37-year-old manager
who used to run the largest

And-maybe investors have
good reason to place theirfefth
in Vinlfceven after thia year's,

.jnfegutded shift, Magellan still'

managed to outperform theS&P,
aiswell as comparable funds,

v '•

diara&Vlhik's tenure.

Out of sight . .

called Baby Born.
This precocious, baby-size doll

; can be fed-end it also Imitates

, other, equally essential bodily
functions. fl can, aa a result, be
kitted out to proper nappies.
"Selling wellto Germany, it's

now been, launched in the US,
where sales are soaring. Indeed,

its successmeansthfi
• manirBwfenir is now selling

more nappies a year than are
-At a dinner hosted by-Jacques • consumed by all of Germany's
Santerto Paris last Thursday,

the European Ctommission’fl
'

jffesident.was.questtoned on :

France's controversial plan to :

Use^FFr37,6bn of pension fund
. transfers from France T616com
to help it to qualify for the single

-European currency.

Santer blithely replied that 'the

Commission’s statistical wing,
•.Eurostat; would make a decision

“iB'tbe nextfew days”. His
' audience found that a little

bizarre, as Santer’s remarks .

camesevendLhours a/terYvee

mutual fund in the US, Fidelity’s .Frenchet, Eurostat's director.

4S0bn Magellan fond, already
has something going for it.

-had indeed approved the French
manoeuvre! We know the ways

Vinik resigned amid a flurry of., of.Brussels are byzantjae — but _

publicity in May , -after tbe fund this has really foxed us.

dramatically underperformed
the S&P 500 index for the first

four mouths of the year. trillmnh '

following an Ill-timed exit from
WUIUpil

technology stocks. .Triumpfc-Adler may be best

. 'neo-natal clinics. So here's to
; Trimnpb-Affler - bottoms up!

Bolshie vacations
Independent Ukraine is this

week'celehratmg the 79th
anniversary of the Bolshevik

'

revolution. This should not be
seen as an ideological statement;

many Ukrainians prefer to forget
Soviet rule, as several million

died in famines and purges, both
courtesy of Joseph Stalin.

No, It's more a matter of
inertia. Hie government has yet
to get around to changing a 1971
labour law,,setting aside the .

Revolution as a holiday:;And - -

most citizens are only too
pleased with the promised free
time - November xand.e - to
raise a fuss. Communism's final

legacy: a couple of days off.

100 years ago
The TJ-S- Presidential Election
McKinley. Sweeps tbe Board:- -

Sound Money In The
Ascendant.
Prom Our Own Correa- •

pondent. New York,
November 3rd. The news to

hand favours McKinley
every where, but nothing
definite is yet known. It-

seems, however, safe to

assume that there will be a -

large majority for Sound
Money, and that the victory of

. tiie Republicans will be
conclusive.

.

Later Thenewspapers
universally bulletin Mr.
McKinley as elected for
President. The-returns so far

all show Republican gains,
and there seems no doubt
that the issue Is settled in a
most decisive manner.
9 p.m, McKinley ""d Hobart
have been elected without
doubt. The consensus of
opinion of all political experts
at the national Republican
headquarters is that there has
been a Republican “land-
slide”, and that McKinley has
been elected, by a majority Bar
larger than even the most
sanguine. Republican
expected! ....
9.45pmIt looks at-the present;
hour as if Mr. McKinley had -

established 191 votes in the
Electoral College against Mr.
Bryan's SL

Jku

i
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Kvaemer to build country’s longest bridge

Norwegian group wins
$163m Chinese contract
By Simon London In London,
John Ridding in Hong Kong
and Tony Walker in Beijing

Kvaemer, the Norwegian
shipbuilding and engineering
group, has overcome fierce
International competition to
win a Chinese contract of more
than £100m ($163m) to build
one of the world’s longest sus-

pension bridges.
The agreement represents a

notable success for Cleveland
Structural Engineering, a UK
subsidiary of Kvaemer.
Kvaemer is due to announce

today that it has been selected

by authorities in Jiangsu prov-
ince to build the 1.41cm road
bridge over the Yangtze river
- one of the largest bridge-
building contracts awarded in

China. The work, financed
under the fourth SinoUK con-
cessionary finance agreement,
is expected to start before the
end of this year. The bridge is

due to open in 1999.

Kvaemer, which this year
acquired Trafalgar House, the
UK property and construction
group, is a market leader in

bridge building through its

Cleveland unit.

Cleveland, which is also

heading the consortium to

build the Tsing Ma bridge in

Li Lanqing: official visit

Hong Kong, the world's largest

road-rail suspension bridge.
will provide the superstructure
and deck of the Jiangying
bridge across the Yangtze. Chi-
nese contractors will build the
foundations.
Located 150km east of Nanj-

ing, the bridge will be the lon-

gest in China and one of the
world's biggest suspension
bridges. It will form part of the
road system between Nanjing
and Shanghai.
For Kvaemer. tbe agreement

marks a further step In its

plans to expand in Asia. It

recently secured contracts to

supply hydro-electric power

turbines to Malaysia's Bakun
Dam project and pulping
equipment In Thailand, and
has a 10 per cent stake in a
Philippines nickel project.

The announcement also
coincides with a visit to the
UK by China's vice-premier Mr
LI Lanqing.
Mr Li. a possible future pre-

mier. is the most senior Chi-
nese official to visit London for
several years. He Is expected
to discuss both commercial
issues and Hong Kong’s transi-
tion to Beijing’s control on
July 1 next year.

A British trade official in
Beijing said Mr Li’s visit
would continue a programme
of enhanced contacts in the
lead-up to the Hong Kong take-
over. This has included two
visits to Beijing in the past 18
months by Mr Michael
Heseltine. the UK deputy
prim p minister.

Britain, with investment in

China of about £1.74bn and a
further £6.45bn pledged, is

among the country’s top 10 for-

eign investors. Two-way trade
last year stood at £2J3bn, and
is running about two-to-one In

China’s favour.

HK selection committee.
Page 5

MCI agrees $20bn merger with BT
Continued from Page 1

will result in about £200m of

restructuring costs - due
largely to redundancies and
write-offs on duplicated equip-

ment - which BT said would
dilute earnings by about 5

per cent in Concert's first

year.

But BT and MCI estimate
the combination of their mar-
keting efforts to multinational
companies will produce addi-

tional revenue of about £160m
a year within five years.

They also estimate the
merger will produce forecast

annual savings of £340m in

capital expenditure and admin-
istrative costs.

BTs financial resources will

also allow MCI. which is half-

way through a $2bn invest-
ment in local telecoms net-
works in the US. to pursue its

assault on the lucrative mar-
ket of the US Baby Bells.

These were created after the
break-up of AT&T in 1984 as
regional phone operators.

“This is an industry with a
voracious appetite for capital."

said Mr Gerald Taylor, presi-

dent and chier operating offi-

cer of MCI.

The merger will also
increase BT's attractiveness to

telecoms companies in the Far
East.

BT raised the possibility of a
transglobal alliance, saying it

would be interested in a link

with NTT of Japan, the world’s
largest phone company.
The merger upturns the

existing order in the interna-
tional telecoms market.

It sets a serious challenge to
both the international Uni-
source alliance led by AT&T,
and the Global One grouping
of Deutsche Telekom, France
Telecom and Sprint of the US.

Clinton’s win may not extend to Congress
Continued from Page 1

NBC News and the Wall Street

Journal, which had the presi-

dent at 47 per cent. Mr Dole at

37 per cent and Mr Perot at 9
per cent, against a 52-35-6 per
cent division 10 days earlier.

Mr Dole, in an interview
recorded last Friday but
broadcast yesterday, conceded
Mr Clinton was probably still

ahead, but added: “We think
it's going to be a very close

race."
Extensive state-by-state

reports In several weekend US
newspapers suggested that the
Republicans might hold on to

their small majorities in Con-
gress, though many individual

House and Senate races were
considered too close to call.

The Democrats need a net
gain of three in the Senate and
19 in the House, probably
more difficult to reach if Mr
Clinton's support tarns oat to
be less than it appeared likely

to be only two weeks ago.
An extensive Washington

Past survey concluded that
tbe current 53-47 Republican
edge in the Senate would be
“at least as large" after tomor-
row’s votes were counted. A
similar exercise in the New
York Times noted the Demo-
crats would have to win
“more than two-thirds" of 17
close Senate contests to take
back control.

Greater uncertainty applies
to tbe 43d-member House, bnt
the Post survey found that
enough of the supposedly vul-

nerable 70 Republican fresh-

men were set to win re-elec-

tion to give Congressman
Newt Gingrich “a second
chance" to serve as House
Speaker. He has hinted he
would not accept the job of
minority leader.

Such an outcome, the news-
paper observed, would be
unusual. It would be the first

time since 1930 that Republi-
cans had prevailed in both
houses in successive elections

and it would also mark the
first time that a Democratic
president has been elected
with both chambers in opposi-
tion hands.
Both candidates continued

their punishing cross-
country schedules over the
weekend.

Moscow
mayor
leads calls

for energy
price cuts
By Ctvystla Freeland
hi Moscow

Mr Yuri Luzhkov, mayor of
Moscow, and many of Russia's
business leaders, are pressing
the Kremlin to slash energy
prices, warning that the econ-
omy will otherwise be unable
to recover from its depression.

The demands could spark
conflict with the energy sec-

tor, one of the most powerful
interest groups in Russia,
which counts Mr Victor Cher-
nomyrdin, prime minister, as
a key ally.

“The government has no
choice bnt to lower energy
prices," Mr Luzhkov said in

an interview with the Finan-
cial Times. “Today our prices
are higher than in Europe.
What kind of competitiveness
g«w we dream of in these cir-

cumstances?"
Mr Luzhkov, who has been

tipped as a possible successor
to President Boris Yeltsin,

said he had begun to lobby the
government radically to
reduce energy prices.

The government has cat
wholesale electricity prices by
10 per cent and frozen the
price of natural gas, hut the
call for a deeper reduction has
been taken up by other politi-

cal and business leaders.

“Energy Is the single big-

gest cost in all the tiitne* Rus-
sia produces," said Mr Leonid
Nevzlin, a senior executive at
Menatep, one of the country's

leading banking and indus-

trial groups.
“For us to have growth in

manufacturing, we must have
a change in the costs produc-
ers face."

Energy prices - which have
risen from subsidised Soviet-

era rates to world levels as
part of Russia’s transition to a
market economy - have been
a link in a chain of non-
payment that has entangled
much of the economy.
Russian energy suppliers

are reluctant to cut off resi-

dential consumers and are
prohibited from cutting off

“strategic" users, including
the military and defence
plants. As a result, tbe energy
providers collect only a por-

tion of what they nominally
charge, poshing some of them
into a financial crisis.

“Today, only about 15-17 per
cent of consumers pay the
energy suppliers. The rest do
not pay and no one cuts any-
one off ... as a result the
energy suppliers are begin-
ning to face financial prob-
lems," Mr Luzhkov said.

“If we lower prices several-

fold, then the Iff per cent of
consumers able to pay will

rise to 85 per cent and the
mass of money which the fuel

system receives will get
higher as prices get lower."

The FT Interview. Page 16

MMMI3
Europe today
There will be typical autumn
conditions over most of north-

western Europe.

Gales along the coast of France,

the Benelux, northern Germany and
Denmark will be accompanied by
cloud and rain.

Afternoon temperatures will be high
lor the time ot year,

in Central and southern Europe, it

will be calm with sunshine over the

southern Iberian Peninsula, large

areas of Italy and the southern

Balkans.
Unstable air over northern Egypt
will bring rain and thunder showers.

Western European Russia will be
mostly cloudy with localised rain.

Five-day forecast

it will be unsettled during the next

couple of days over western and
northern Europe.
Turbulence accompanied by cold

ajr will move into the

Mediterranean, bringing rain and
thunder showers over Italy on
Tuesday and the southern Balkans
on Wednesday.

TODAY’S TEMPERATURES Situation at 12 GMT. Temperatures maxsrmim for day. Forecasts by Mateo Consult of the Nothatfanda

Maximum Beijing sun 15 Caracas fair 31 Faro sun 21
Colskis Belfast rain 11 Cardiff shower 13 Frankftat shower 15

Abu Dhabi sun 31 Belgrade sun 18 Casablanca sun 25 Geneva cloudy 15
Accra lair 31 Berlin cloudy 14 Chicago cloudy 14 Gibraltar sun 20
Algwa sun 22 Bermuda lair 24 Cologne rain 15 Glasgow rain 11
Amsterdam rain 15 Bogota Cloudy 21 Dakar sun 35 Hamburg rain 14
Arhens sun 10 Bombay sun 34 Dallas sun 25 Helsinki rain 10
Atlanta sun 19 Brussels rain 15 Delhi sun 32 Hong Kong fair 28
B. Aires fair 25 Budapest loir 15 Dubai sun 31 Honolulu fair 30
B.ham shower 13 C.hagan rain 12 Dublin shower 12 Istanbul sun is
Bangkok rain 34 Cairo lair 24 Dubrovrxk Sun 22 Jakarta doudy 31
Barcelona fair 19 Cape Town doudy 20 Edinburgh shower 12 Jersey rain 14

Karachi
Kuwait
L. Angeles
Las Palmas
bma
Lisbon
London
Lux-bcxxg
Lyon
Madeira

sun 32
bui 27
fair 19
fair 25
fair 21
sun 19

shower 14
rain 12

doudy 16
sun 23

Madrid
Majorca
Malta
Manchester
Manta
MeSxxjma
Mexico City
Maml
MBan
Montreal
Moscow
Munich
Nairobi
Naples

New York
Nice
Nicosia
Osto
Paris

Perth

Prague

sun 19
(ah- 20
sun 21

shower 13
rain 31
fair 16

doudy 25
fair 27

shower 13
cloudy 6

ran 9
fat 16
fair 28
sun 19
fair 23
sun 12

doudy IB
sun 23

shower 3
rain 15
sun 23
fair 15

Rangoon
Reykjavik
Rio
Rome
S. Fraco
Seoul
Singapore
Stockholm
Strasbourg
Sydney
Tangkr
Tel Aviv
Tokyo
Toronto
Vancouver
Venice
Vienna
Warsaw
Washington
WeOington
Winnipeg
Zurich

rain 31
sun -3

rain 26
eun 21

cloudy 13
fair 16

doudy 33
rain 11
tak 17
rain 20
sun 22
sun 25

shower 17
cloudy 11
cloudy 6

fair 14
9un 16
fair 14
sun 14
fair 13
fair 1

fair 13

THE LEX COLUMN

Concert party
BT's share price will probably rise

this morning. But that will be less

to do with the brilliance of its MCI
merger plans than tbe financial
engineering accompanying the deal.

Viewed in isolation, the merger is

neither tezrlbly good nor bad; the

industrial benefits are roughly bal-

anced by the 30 per cent premium
BT is having to pay.

But the £2.2bn special dividend

and the possibility that BT will buy
back 10 per cent of its shares should
ensure a good reception. Investors

will be pleased that BT is at last

deploying its almost ungeared bal-

ance sheet. But, of course, it did not

have to embark on a mammoth
acquisition to achieve that
Moreover, the new group’s bor-

rowings will still be low. After the
deal, net debt will be only £6.6bn
(about three-quarters of annual
operating cash flow) and interest

cover roughly 10 times. One does
not have to go to the extremes of

Deutsche Telekom, whose net debt

is three times operating cash flow,

to appreciate that BT is not
remotely pushing the edge of the

envelope. It would have been better

if it had paid a larger proportion of

the consideration for MCI in cash
rather than shares.

This is not to say a BT/MCI com-
bination is devoid of industrial

logic. A full marriage, rather than
the current cohabitation, should
position it to move more decisively

in international markets. This will

be especially advantageous because
the old phone cartel, which carved
up international phone traffic, is on
its last legs. The new BT/MCI,
dubbed Concert, will enjoy econo-
mies of scale as the world’s second-
largest international carrier; it

should also be able to grab market
share on transatlantic routes given

that It will operate on both shores
of the ocean. AT&T, the largest

international carrier, is in such dis-

array that it will be hard-pressed to

mount an effective counter-attack.

Still, the benefits should not be
exaggerated. After all. BT and MCI
already have an alliance addressing
the multinational business market.
And the targeted annual “syner-
gies" of £500m pre-tax after five

years are fairly paltry- Take
account of the fact that these bene-

fits will be split with MCl's current
shareholders and the annual after-

tax synergies attributable to BT’s
shareholders are only £220m
Compare that with the £2.5bn pre-

mium BT is paying MCTs share-

holders and the deal just about
washes its face (before financial
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engineering;. BT may feel it needed
to act because GTE, a big US tele-

coms group, was also sniffing

around MCI. But that should not

have panicked BT: a three-way deal,

in which GTE paid the premium for

MCL could have been more attrac-

tive. It would also have meant BT
was not massively increasing its

exposure to the US telecoms market
just as competition was about to rip

through it.

Factor in the special dividend and
the overall package looks modestly
attractive. To judge it really appeal-

ing, one would need to believe that

MCl’s dynamism will rub off on
bureaucratic BT. In that case, inves-

tors may start to treat Concert as a

quasi-growth stock. The risk, of

course, is that BT will snuff out

MCTs spirit Ensuring it does not

will be the biggest challenge for Sir

Peter Bonfield. Concert's chief exec-

utive-In-waiting.

Mittelstand
Germany's medium-sized busi-

nesses account for more than 50 per

cent of gross domestic product,
employ two-thirds of the workforce

and register three-quarters of all

patents. As a rule they produce
high-quality products and command
great loyalty from employees and
customers. But the Mittelstand has
problems too. Germany's high
costs, tight regulation and strong

currency are forcing even small
companies to choose between inter-

national expansion - for which they

often lack the resources - and stag-

nation.
That raises two questions for

investors. How to tap into the Mit-

ielsLand’s strengths while avoiding
its pitfalls. And, more fundamen-
tally, how to get exposure at ail.

when 99 per cent of the 20,000 or so
companies with sales between

DM25m and DM260m are still pri-

vately owned.
Of course, there are some notably

successful public Mittelstand busi-

nesses, such as Fresenius and Cehe
iD healthcare or furniture retailer

MObel Walther. Frankfurt's junior

stock exchange, planned for next

spring, should attract other fnst-

growing smaller companies. But

there is an alternative. Triumph-Ad
ler. a publicly quoted holding com-

pany. has set a conscious strategy

of buying small companies in a sec-

tor and consolidating them into div-

isions. It leaves the operational

managers in day-to-day control, but

gives them greater access to capital

and an international perspective, if

it works, (his mix of Mittelstand

virtues with big company finances

should prove attractive.

UK profits
The economy is growing, the high

street is busy and September s half-

year results season was decidedly

upbeat. Yet the past week has been
peppered with gloomy corporate
announcements - from poor results

at J.Sainsbury. Shell and Pilking-

ton, to brokers' downgrades for

C-ookson and profit warnings by a

number of smaller companies such
as printing group Wace.

It is too early to declare a trpuri.

Some of the figures are historical.

In other cases, such us Sainsbury,

the problems have more to do with

management failure than external

factors. But the bad news from
small companies, which are more
exposed to the healthy domestic
economy, is worrying. It suggests

worthwhile profits growth in

today's low inflation environment is

extremely hard to achieve - espe-

cially as margin expansion from
cost cutting tails off and labour
costs start to Increase again. Aver-

age earnings have risen from 3'« per

cent to 4 per cent this year, while

manufacturers' selling prices have
fallen. Higher interest rates and the

recent strength of sterling are

added pressures. On that reading,

estimates for next year's average

earnings growth of between 9 and
15 per cent look vulnerable to a
downgrade. Dividend growth, fore-

cast at about 10 per cent, should

hold up longer, given the impor-

tance placed on it by many inves-

tors. But there are 10 stock market
sectors, including gas. diversified

industrials, electronics and tele-

coms. whore dividend cover is

below 1.5 times. That leaves little

room for error.
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World-class

advisory expertise

NatWest Markets

through

National Westminster Bank Pic

has completed the acquisition of

JO HAMBRO MAGAN & CO,

Our combined global corporate advisory group, which
includes Gleacher NatWest in North America, has

advised on over US$ SO billion of strategic M&A
transactions in 1996 so far. A broad range of
clients around the world will benefit from
advisory excellence with fully committed equity

and debt financing.
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